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TORONTO, Ontario, 
Tuesday, 31st January, 


APPEARANCES : 


Mr. R. M. Sale, President, 
Ford Motor Company of Canada. 


Mr. E. C. Row, President, 

Chrysler Corporation of Canada Ltd. 
Mr. F. J. Hogan, Vice-President, 
Finance. 

Mr. R. Todgham, Executive Assistant 
to President. 

Mr. J. R. Lyons, Director of 
Forward Planning. 

Mr. E. R. Mussleman, Tariff Counsel. 
Mr. Allen Foran, Secretary. 


THE CHAIRMAN: Well, shall we come to 
order, gentlemen? The first item on the agenda this 


morning is a submission by Mr. Sale, the President of 


1956 


the Ford of Canada which we will mark Exhibit No. 155. 


MR. SALE: Thank you, sir. 

Mr. Chairman, and gentlemen, we in Ford 
of Canada welcomed the invitation of your chairman, 
Mr. Gordon, to appear before this Royal Commission on 


Canada's economic Prospects. 


In recent months we have had many contacts 


with members of your special research staff. They have 


impressed us with their zeal and competence, and the 
thorough way in which they are studying the economic 


aspects of our industry. We are furnishing all the 


data they have requested, insofar as they are available 
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to us. 

May I assure the Commission of our 
sincere desire to place at your disposal all the 
information upon which we base our projections for 
the future, and any special knowledge or opinion we 
may have that might assist you in appraising the 
part the automotive industry may play in the economic 
development of Canada over the next quarter-century. 

Canada has grown so rapidly, and so 
much has been accomplished in the past ten years, that 
a national stock-taking by your Commission is highly 
appropriate at this time. Your hearings already have 
shed light on matters vital to the public interest 
and we believe your findings will be a valuable guide 
to public and private planners in ensuring that Canada's 
future expansion may continue along sound lines. Your 
objective analysis of the automotive industry, its 
problems and its prospects, will undoubtedly be an 
invaluable supplement to our own continuing research. 
THE BACKGROUND OF FORD OF CANADA 

Many of us in this room were born before 
the first automobile made its appearance in this country. 
Now there is a motor vehicle for every 4.2 persons in 
Canada. 

Ford Motor Company of Canada, Limited was 
the first automobile company established in this country. 
It was founded in 1904 by a group of far-sighted 
Canadians, in collaboration with the late Henry Ford 
and his associates. It is still the only motor vehicle 


manufacturing company operating as a distinctively 
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Canadian corporate entity, offering an annual report 
to its shareholders and the public disclosing details 
of its finances and operations. 

Ford of Canada is managed by Canadians. 
Five of the eight members of its board of directors 
are officers of the company engaged in full-time 
management capacities. Shares of the company are 
traded on the Toronto Stock Exchange, the Canadian 
Stock Exchange in Montreal, and the American Stock 
Exchange in New York. Ford Motor Company (U.S.) 
owns 28.7 per cent of our stock, made up of 55.4 per 
cent of the 70,000 "B" Class voting shares and 27.5 
per cent of the 1,588,960 Class "A" non-voting shares 
issued. 

Wholly -owned subsidiary companies of 
Ford of Canada operate in Australia, South Africa, 
New Zealand and Singapore. 

Ford of Canada and its subsidiaries 
provide employment for more than 25,000 persons. At | 
the end of 1955 there were 15, 800 employees in Canada 
and more than 9,700 on the rolls of the subsidiaries 
overseas. in 2568 we -hoyght. ore | | 

. Since its inception in 1904, our company 
has produced in Canada a total of 3,210,000 passenger 
cars and trucks, or, 41 percent of all motor vehicles 
produced in this country up to the end ef ...L955., 

I have recited these facts in order to 
indicate to the Commission the position of our company 


in relation to the industry as a whole. 
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THE IMPACT OF THE MOTOR INDUSTRY ON THE CANADIAN ECONOMY 

The importance of the automotive industry 
in the Canadian economy is well known to you, but perhaps 
not as well known to the public at large. This impor- 
tance is thrown into bold relief by the estimate that 
one dollar in five of all retail spending in our 
country is related to the purchase or use of motor 
vehicles. In its manufacture, distribution, servicing 
and use, the motor vehicle provides more employment than 
any other commodity. As a means of transportation, it 
affords one of the main sinews of national development 
and prosperity. 

The average person may think of the auto- 
mobile industry as being concentrated mainly in Windsor, 
Oshawa, Oakville, Hamilton and Chatham, but these are 
only the centres of basic manufacturing and assembly. 
Through its network of hundreds of supplier plants and 
material sources, not to mention the thousands of 
selling and service outlets, the industry actually ex- 
tends across the face of Canada. 

Our company alone has more than 800 vendors 
throughout the country. In 1955 we bought from these 
suppliers more than $141 millions worth of materials, 
components or services. Add to this the $65 millions 
we paid to our 15,800 employees in wages and salaries, 
and the total sum of $206 millions stands out as a 
sizeable factor in national purchasing power. 

Ford of Canada produced in 1955 about 
166,000 of the 452,000 cars and trucks turned out by 


the Canadian automotive industry, or roughly 37 percent. 


v 
ey se es: 
= pugOe MAEGANAD atm 5 wo 8 


* qtdomtuce svidomodus ond 2 


easareq tud soy of oWwomt fhew! . 
-voamt eidtr egret te olf Sq e608 OEM item en 3 
add stemittes ond yd teller blot eta awoutd at-eon aad 


: «vo at utkbasqe Lfete2 ffs Yo svi? nt sslLob eo 
yOtom YO sey vO seedotsg sat oo bedelet ab yideuroo 
aniotvige ,moidudindebb sewiosivnem art nt .2eloidey 

7 asrit tuemyolame stom yshbivorq efoteev rojom edt .9es bas 


: ey 
tt .moldadvogensy to angem a 6A .¥dtbommOS main) 


& = 


dirsmaofeveb [snottan te ewente mf edit to eno ebroris 


7 . Ud breqso7g pe 


es 


‘ -odgue sd to smbnt yom moersa sgetoeve enT 
woabeiw at yfntsm bedsismeonos united aa widavbol eftdow 


eeenit gud merited bus nodiimel (eflivdsd . awarad 


sacy 2 oo 
nf Sts Feo 


; aa 
vUfdmesgs bas gniuwiostunsm olesd to sertnss ent ylmo ~ 


Q i 
bas etania twetlaque to ebeibrwd Jo arowien att dguerit 
° e-Vs= 
F - te > - 
'% shngeond oft nobtnem of dom ,seotmos [etietam , 
-xs vilsudon yatewbnt ent .edeltyoa eoivies brs anti fee 


.abese® lo eos? sav apo ros ebnet 


Pt 


axebray COB maid stom car enole Yoasqmoo TQ 
. 7 
J 


saedt mort ¢dagvod ew Zé@L al .ertnwoo ond juedgquowds 
.elairetam to dtaow enotiiim SAC® ness etom arsiiqauae 
enotit{im 80% odd aldt of BDA .2eeokvies yo. ednenog Do 


a, 
tebtalss, bas esasw al sseyolquis 008,cl two of bisq ew 
7a. ~ 


3 ef tuo ebasta enotilim 909% to ava Latos odd bas 
: e 


As 
1 


tewoq gntesdowe Lenotten nt rotost eldseste 
- 


svode @2ef mt Regwmiberq shaasd to bic 7a 
- 


‘ <= % , va 
vd tuo -bemusd aout? bas etso 000,ScHh edt ‘To 000 ,88L 
e+ 


tasoneq TE yldgwor to ,.Yudeubal evivomoyus spthens) qd 


eS ee ee ee eel Te 


- 5576 - Mr. Sale 


Assuming that other manufacturers in Canada paid wages 
and salaries, and bought materials and components, on a 
proportionate scale, the vehicle producers alone injected 
more than a half-billion dollars directly into the 
economic life stream of Canada last year. 

There are few Canadian communities that 
did not share somehow in the benefits, though they may 
not have been too aware of it. There were loggers in 
the Maritimes whose lumber went into shipping crates, 
miners in Northern Ontario who dug out the copper for 
radiators, textile weavers in Quebec who made upholstery 
fabrics, and countless other producers of raw materials 
or finished goods who owed some part of their livelihood, 
in the last analysis, to the people who bought Canadian- 
built cars or trucks. 

The economic impact of the motor vehicle 
does not stop with those who benefit directly or 
indirectly from its manufacture. There are at least 
60,000 employees of new car dealers engaged in selling 
or servicing cars and trucks, not to mention the much 
greater number employed by service stations, independent 
garages, used car dealers, tire shops, accessory stores, 
and other businesses which exist ne ey, to provide goods 
or services to the motoring public. 

Along our highways are countless places 
of business which owe their existence to the automobile 
-- the huge shopping centres, drive-in theatres, motels 
and hotels, restaurants, produce stands and souvenir 
stands. There are thousands of Canadians employed by 


truck operators, in the taxi business, or as drivers of 
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service vehicles. 
THE ROLE OF MOTOR VEHICLES IN CANADA'S TRANSPORTATION 
SYSTEM 

The motor vehicle not only creates commerce 
and employment, but plays a major role in the nation's 
transportation system. Highway truckers carry millions 
of tons of freight, much of it of a perishable or express 
nature, and there simply is no substitute for the truck 
in handling the even larger gross tonnages of goods moved 
in urban communities. The truck is invaluable to the 
farmer, and to the substantial number of Canadians in 
some 14,000 communities, not served by rail, which are 
wholly dependent upon motor transportation, 

As carriers of human beings, motor vehicles 
far outstrip all other forms of transportation put | 
together. The passenger car, of course, is the prime 
factor, but also important are the many thousands of 
motor buses. In 1951, the latest year for which figures 
are available, buses carried 367 million passengers. 

The motor vehicle has given the people of 
Canada greater mobility than is enjoyed by any other 
nation on earch, except the United States. The automobile 
has given Canadian families freedom of travel. It has 
enabled urban dwellers to leave the congested cities for 
pleasant suburban living,as it has made it possible 
for the farmer to escape rural isolation when he chooses. 
The age of motor cars makes it possible for industry to 
set its new plants in open country, rather than in 
densely populated areas. This makes for hetter working 


and living conditions for the Canadian worker, who no 
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longer has to make his home within the shadow of 
his place of employment. 

One of the largest employers of labour, 
the automobile industry has been a leader in improving 
working conditions, and in the use of new techniques 
and equipment which lower costs, increase productivity, 
and permit enhanced earnings and greater benefits for 
its employees. The mass production methods and ad- 
vanced technologies of the automotive industry have had 
a pronounced influence upon virtually all types of 
manufacturing in Canada, with consequent benefit to 
consumers, employees, employers, and the national 
economy . 

The automotive industry has created and 
will continue to provide a wide field of opportunity 
for young Canadians graduating from high schools and 
universities with a range of skills and abilities. 

Such opportunities in secondary industry are essential 
for keeping our youth at home and in building up our 
country. 

THE AUTOMOBILE INDUSTRY AS A FACTOR OF NATIONAL SECURITY 

There is another contribution of the auto- 
motive industry I would like to cue aad briefly before 
passing on to the specific matters upon which I was 
asked to comment. 

The industry is an economic asset of prime 
importance in peacetime, but in time of war its role is 
vital to the nation's security. During World War II 
Canadian manufacturers supplied about 800,000 vehicles, 
among them a substantial number of armored fighting units, 


to the Allied Armed Forces. Our company alone turned 


-bs ban shorten nottouberg esamentt iqms eet 
pad svad) qrdaubn avidoustus enieeto wetgodonsoed Dooney 
lo esqy? [ie yllavsety neqe somulint hbeonuonorc ry 


od ¢itened tasepesno> Atiw ,sbensd at gabawJoslue | 
fgnotten att bres yerovolame yssoyolqne ,ete 


bis betes?) #sfivitapbal svidomodes oct , aa 
udimdaoqge to biel? sbiwas ebivemg oF smaztaco Ltt he 


bas elootoe datd mort goitsufets snetbensd gngoy 16% zt 
7 


esitsiide bns eifiva to egies = dtwcotdtexevEny 


fslinseas Bors yrtevbat yrsiooses #2 eels inud1ogyo dove 8 


> 


avo qu anthfiod ar bee smor t8 sscoy mH goiqesd 202, a 


oleae) 


ma. , erdeuros: = S 
YTIRUOSS IAMOLTAM KH ACTIAM A SA RT TA 3H a 


-odus o3 Yo sotdudiignes zsnitens af stent : 


atoted vitelud eeyosth of eatl bivow I yetesbal syitom eri 
7 Me 
saw I dolaw moqu arettem offices std of a9 aniessaq —-~™ 


_.onewmnds oF betes 


emtiq-~t0 2e@as ofmonese ms 6F vivaubal sciT 
at efor eff sae to seet cit Jud vemidgeoseg of sonetroqeur 
TI 12W blywoW unbiwt oyétuvoae ea nottan sis 0d [att 
,salelder (00,008 svoda Detiqqusa are wiosivnam natbans3 
aiiow gatsigt) Se sons to tedausn feljnsisdue s mel) grooms 


besisws enocls qiegngo 20 aaotee bemrA bollLA ent OF 


~~ oe 


5 


- 5579 - Mr. Sale 


out 376,000. Concurrently, the automobile plakts were 
making aircraft parts, naval stores, machine guns, tank 
tracks, and many other needed items. The various com- 
panies supplied skilled men and abundant know-how to 
assist in many phases of the national war effort. 

Canadians may rest assured that their 
automobile industry is strong, efficient, and always 
ready to do its full share in any national emergency. 
THE SIZE OF THE CANADIAN MARKET FOR MOTOR VEHICLES 

Mr. Gordon was kind enough to suggest a 
number of topics upon which our comment might be 
interesting and helpful to the Commission. These bear 
upon such things as costs, employment, technological 
progress, the inadequacy of highways, and potential 
markets, and because the size of market has a dominant 
influence on all the others, I propose to deal with 
this subject first. Mr. Gordon particularly requested 
comment upon the present and prospective differences 
in the size of the market for automobiles in Canada 
and the United States. 

Population and income are the major factors 
governing the size of the market for motor vehicles in 
a country, although there are other variable factors 
such as productivity, pricing and policies on merchan- 
dising; the adequacy of road systems; governmental 
regulation, and even the influence of social patterns 


and customs. Basically, however, the size of market 
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depends on how many people there are and how much they 
have to spend. 


As one might expect, there are more motor 
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vehicles in the United States than in any other country, 
some 62 million. Americans own three of every four 
cars and trucks in the world. 

The ratio of motor vehicles to population 
also is highest in the United States, with one vehicle 
to each 2.8 persons. At the other end of the scale in 
China, with one vehicle to 5,800 persons -- which con- 
jures up the thought of a good-sized Canadian town in 
which only the mayor might have an automobile. Happily 
for Canadians, who have one motor vehicle for each 4.2 
persons, our country ranks second only to the United 
States. There were about 53,755,000 cars and trucks 
registered for licenses in Canada at the end of 1955. 

The economists can demonstrate a clear 
statistical relationship between the high ratio of 
motor vehicle ownership and the relatively high per 
capita income in the United States, as opposed to the 
lower ratio of vehicle ownership and the smaller per 
capita income in Canada. Certainly the proportionate 
number of motor vehicles in use in Canada has risen 
steadily with the improvement of personal income, and 
the gap between United States and Canadian vehicle-to- 
population ratios has narrowed. 

We may reasonably assume that as Canada's 
income per capita moves closer to that of the United 
States, the ratio of motor vehicle ownership will follow 
the same trend. 

It is doubtful, however, that the density 
of motor vehicle population in Canada will equal that 


of the United States for many years to come, because 
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there are fundamental differences between the two 
countries which affect the respective markets. One 

is a simple matter of geography and climate, the 
existence in the United States of certain heavily 
populated areas which are virtually winter-free and 
which offer a larger potential market for cars and 
trucks. There are differences, too, in national charac- 
teristics, and in social and political institutions. 

It must be recognized, also, that the costs of owning 
and operating an automobile are higher in Canada, while 
per capita income here is lower than in the United States. 
FORD OF CANADA'S PROJECTIONS OF FUTURE MARKETS 

Those of us in the automotive industry 
must always have an eye to the future, and our planning 
for production needs, plant expansion, distribution and 
merchandising policies, and other things is conditioned 
very largely by the careful forecasting of our economists 
and market analysts. 

I now wish to give the Commission our 
projections for the next 25 years. These figures are 
founded upon our estimates of population and income, 
together with certain basic assumptions. The three 
principal assumptions are: 

(a) That social behavior patterns are 
slow to change; 

(b) That economic conditions will continue 
favourable, with no abnormal fluctuations; and 

(c) That no major international conflict 
develops. | 


Our projections indicate that the total 
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number of cars and trucks in use ‘in Canada will grow 
from today's figure of 3,755,000. to about 9,200,000 
by 1980; and that 25 years from now annual sales of 
cars and trucks in Canada will be more than double 
the 1955 total and closely approaching the million-a- 
year mark. 

Here. are our figures. on the projected 
demand for automotive vehicles in Canada: 


VEHICLE SALES 


S-year 

Averages Cars Trucks Total 
1955 (Estimated) 375,000 75,000 450,000 
1956 - 1960 384,000 90,000 474,000 
1961 - 1965 439,000 115,000 554,000 
1966 - 1970 550,000 140,000 690,000 
1971 - 1975 675,000 159,000 834,000 
1975 - 1980 785,000 171,000 956,000 

VEHICLES IN USE | 

ear ; Cars Trucks Total 
1955 (Estimated) 2,870,000 885,000 3,755,000 
1960 3,650,000 1,025,000 4,675,000 
1965 4,400,000 1,090,000 5,590,000 
1970 5,320,000 1,390,000 6,710,000 
1975 6,360,000 1,590,000 7,950,000 
1980 7,400,000 1,800,000 9,200,000 


THE CHAIRMAN: Excuse me interrupting 
but I don't see your figure on the percentage of that 
market that you expect to obtain? 

MR, SALE: Oh, 100 percent. 


THE CHAIRMAN: I just wondered. 
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MR. SALE: These figures are indicative 
of the long-term trend line, as we in Ford of Canada 
project it. Projected sales are shown on a basis of 
five-year averages because sales from year to year can 
vary up or down without invalidating the long-term 
trend line. 

The Commission may note only a relatively 
modest increase in the annual volume of new vehicle 
sales is forecast ever the five years immediately ahead, 
averaging about 9,000 cars and 15,000 trucks per year. 
There may be in the period from 1956 to 1960 one or 
more years when total industry sales will go over a 
half-million vehicles. On the other hand, there may 
be years when the total sales may be less than the 
1955 figure of. 450,000. 

You may note, too, the forecast of an 
accelerating rate of vehicle sales from 1960 onwards, 
and a consequent rapid multiplication of total vehicles 
in use in Canada. An important factor contributing to 
the rise will be that the bumper crop of babies born in 
the war years and immediately afterwards will be reaching 
maturity. 

The projection of more than 9,200,000 
vehicles in use in 1980 would mean that there would be 
one vehicle for each three persons in Canada, which 
compares with the current ratio of one vehicle to 4.2 
Canadians and with the present United States ratio of 
one vehicle to 2.8 persons. 

HOW COSTS OF AUTOMOTIVE PRODUCTION COMPARE 


Mr. Gordon suggested that the Commission 
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would be especially interested in learning how our 
costs of production compare with those in’the United 
States, and whether, in our view, these relative 
costs are likely to change in the future. 

This'is a difficult topic for us: to 
discuss in specific terms, because to do so would 
require knowledge of United States costs to which 
we do not have access. 

A general statement would be that it 
costs more to produce automobiles in Canada than in 
the United States, because the savings arising from 
volume production are greater in the U.S. than here. 

As the Commission is aware, the automotive 
industry of Canada is in many respects a small-scale 
version of that in the United States. Each Canadian 
producing company has its much larger counterpart in 
che U2S% 

In 1955 the combined production of passen- 
ger cars and trucks by the Canadian automotive industry 
was only five per cent of that in the United States -- 
about 450,000 vehicles against more than 9 million. 

The mass production economies of a 9 million output 
Obviously dwarf those possible in the fractional volume 
of the Canadian industry. 

There are other’factors which have an 
adverse effect upon Canadian production costs. Auto- 
motive producers:'in this country pay more for coal, oil, 
steel in all its forms, and much of their machinery 
and equipment. Many of these things have to be imported. 


It is sometimes suggested that some of our 
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higher costs are offset ‘because labour rates in the 
Canadian automotive industry are lower than those in 
the United States industry. This, unfortunately, is 
not the case, because while the hourly wage rates of 
our employees are admittedly lower than those across 
the border, the total labour cost per vehicle is sub- 
stantially higher. 

This does not mean in any sense that the 
Canadian worker is less skilled, less industrious or 
less productive than his counterpart in the United 
States on the individual basis, but it does reflect 
the much higher productivity made possible by the 
vastly greater volume of Su put in the U.S. motor 
industry. With 2O times our annual production, the 
U.S. producers can afford machines, processes, and 
consequent manufacturing efficiencies that are beyond 
our reach. They also are able to use their indirect 
labour to much greater advantage because of their high 
volumes. While Canadian manufacturers try ceaselessly 
to whittle down their costs of product, only so much can 
be attained, in relationship to U.S. costs, while there 
remains such a huge difference between the relative 
volumes of output. 

After the vehicle leaves. the factory, 
the much larger size of the United States market still 
influences comparative costs. Distribution and selling 
costs per unit are higher in serving a widely scattered 
population of 16 million in Canada than in reaching 
the denser population of 167 million in the United 


States. 
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THE EFFECT OF TECHNOLOGICAL PROGRESS UPON COSTS 

Mr. Gordon also asked if technolgical 
progress will confer the same cost advantages on 
Canadian producers as on Americans. 

With qualifications, we believe we can 
give an affirmative answer. The principal qualification, 
of course, relates again to the larger size of the 
United States market and the greater volume of production. 

The automotive industry from its beginnings 

has pioneered many technological developments, and has 
always been a leader in introducing new methods and 
equipment. To the degree they can afford it, the 
Canadian companies take part in the continuing search 
for ways and means to make better products at lower cost. 
Necessarily, however, they wly upon their affiliated: : 
companies in the United States for the basic research 
and engineering on major projects, and for product 
development, because these very large companies have 
resources that are far beyond our reach. Hundreds of 
millions of dollars are spent annually in the big 
research and experimental éantces established and main- 
tained by the major U.S. companies. One of the chief 
advantages of the close relationships between Canadian 
automotive companies and their American associates is 
their participation in the results of U.S. research. 
The people of Canada thus share in the benefits of 
research that would be flatly prohibitive in cost if 
the Canadian companies had to undertake it on their own. 

Technological advances have been readily 


available to Canadian motor camnpanies, and we may 
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reasonably assume they will continue to be in the 

future. I should qualify this statement to the extent 
that new methods or machinery suitable to the mass pro- 
duction of the United States may not always be suitable 
to the smaller requirement here, or may not yield the 
full cost advantages when operated on our smaller scale. 
It would be true to say that we expect to hare pro- 
portionately in future technological progress, and indeed 
to a growing extent as the Canadian market enlarges. 

THE EFFECTS OF TECHNOLOGICAL PROGRESS UPON EMPLOYMENT 

Mr. Gordon asked what possible effect 
technological progress may have upon employment. 

A great deal is heard these days about 
a new word "automation", and about the so-called 
"push-button factories". There seems to be a widely 
publicized notion that continuing technological advances 
will cause widespread unemployment, but this does not 
stand up under close scrutiny. 

Many years ago, the introduction of mass 
production techniques -~ which I suppose would be des- 
ecribed as "automation" in today's terminology -- made 
it possible to reduce production costs and to bring 
prices to a level at which almost everyone could afford 
to buy. Certainly the automobile still would be far 
beyond the reach of the vast majority of people if it 
were being built today with the methods and equipment 
of 50 years ago. The automobile industry as we know it 
would never have developed, had it not been for tech- 
nological progress. 


There is a great deal of misconception 
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about automation. We are proud of the great forward 
steps that have been made by the automotive industry, 
aided by the independent tool engineers of North 
America, towards the adoption of more modern machines 
and more modern methods of handling materials mechani- 
cally. We are, however, a long way from the stage at 
Which the push-button will run the automobile factory. 

In Ford Motor Company in the United States, 
where the word "automation" was coined, less than five 
percent of the 136,000 hourly-rated employees are 
currently working on automated jobs. In those areas 
which lend themselves best to the techniques of auto- 
mation -- the foundries and engine plants -- the number 
of employees actually has increased, and those men on 
automated operations have much easier work than before. 

If automation is taken in the broad meaning 
of "mechanization" there really 1s not much new about it. 
Farmers, for example, have employed mechanization on an 
increasing scale for a century past. A high degree of 
automation has been common in the refining of oil, the 
milling of flour, the processing of food, the making of 
chemicals, and in scores of other fields of industry. 

In fact, the automobile industry will never have any- 
thing remotely comparable to the degree of automation 
found in such industries as I have mentioned. This kind 
of automation does not lend itself to most of our 
operations, and our product is subject to too frequent 
change to justify extensive automation. 

There will, however, be steady techno- 


logical advances in industry and the producers of 
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automobiles will make use of every available technique 

or device that will assist in keeping costs down, 
improving quality, and providing expanded markets and 
consequent enlarged opportunities for employment. The 
benefits from increased productivity will, as they have 
in the past, be shared all along the line -- by customers, 
by employees, and by shareholders. 

We believe there will be a re-distribution 
and up-grading of jobs as greater skills are required in 
the new processes. There will be an increasing premium 
upon educated workers with trained hands and minds. 

There will be increased employment in the 
automotive industry as our markets grow over the next 
quarter-century, but not in ratio to the mounting pro- 
duction levels because of the improving productivitey 
resulting from more skilled workers and more efficient 
machines. However, a very important employment factor 
stemming from the much greater production will be the 
multitude of new job opportunities in those thousands 
of businesses selling and servicing new vehicles and in 
the thousands of related businesses serving the motoring 
public. 

EFFECTS OF CANADIAN CONTENT LEGISLATION 

The next subject on which Mr. Gordon asked 
for comment is: "What are the effects of Canadian 
content legislation?". 

The reference is to a change made in the 
tariff in 1936, granting Canadian car and truck manu- 
facturers the compensatory right to certain duty-free 


imports when the tariff on finished automobiles from the 
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United States was reduced to 17.5 per cent. 

Under Item 438(c) in the tariff schedule, 
the manufacturers are permitted to import, duty-free, 
specified components of a class or kind not made in 
Canada, provided that a specified percentage of the 
cost of the finished vehicle represents material or 
labour of Canadian (British Commonwealth) origin. 

The required percentage is graduated in accordance 
with the productive capacity of the manufacturer. 

In the years since this legislation was 
enacted, it has proved beneficial in holding down the 
landed costs of components not made in Canada. The 
legislation also has helped in the development of the 
Canadian parts industry, which has become a large and 
important segment of the economy. 

Canadian content regulations have assisted 
in the development. and maintenance of export markets in 
the British Commonwealth, because of the tariff con- 
cessions extended on vehicles meeting the content require- 
ments. 

It. is our belief that the content legis- 
lation has been, and continues to be, of benefit to 
the automotive industry and to the national economy. 

HOW THE MOTOR INDUSTRY CONTRIBUTES TO THE.TRAINING OF 
SKILLED PERSONNEL 

Your chairman asked for comment upon the 
contribution of the automotive industry towards ae 
couraging the training of skilled personnel in Canada. 

This, ‘of course,.is. a field in which we have 


a keen and active interest. Industry generally, and 
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perhaps we in the automobile business particularly, 
have been acutely aware of the shortage of thoroughly 
trained personnel over the past 10 or 15 years. We 
look upon this shortage as one of the most serious 
obstacles in the path of Canada's progress. 

The lack of people with education, with 
special knowledge and special skills in a wide variety 
of fields, will become more and more pronounced as our 
country develops over the next few years, There is an 
urgent need, we think, for constructive action on a 
national scale to increase the output of: our uni- 
versities, colleges, high schools, trade and weational 
schools, and specialized training institutes. 

Canadians must not only demand, but be 
Willing to finance out of taxes and in other ways, an 
immediate and costly enlargement of our current 
facilities for education, There must be more adequate 
buildings, better facilities, and much larger and 
better paid teaching staffs. At the same time, young 
men and women must be given greater encouragement to 
prepare themselves, by training and education,: for 
high responsibilities and more effective careers. 

Ways and means must be found to ensure 
the highest standards of quality in the output of our 
educational system, for mere quantity without -quality 
does not answer the need. 

We in industry and business must accept 
responsibility for more intensive and effective 


programmes of training within our own organizations. 


Much has been done and is being done in this direction, 
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but we must increase our efforts. 

In this respect, I would like to tell 
the Commission of some of the things being done by 
Ford of Canada in an effort to offset the shortage 
of competent people for our expanding operations. 

We are constantly engaged in a wide variety of in- 
plant training programmes which are carried on 
without cost to the employees or to the taxpayers. 

The usher of persons who have taken advantage of 
these training courses, with benefit to themselves 
and to the company, is considered full justification 
for the expense involved.- We would be doing even more 
if it were possible for us to find enough of the type 
of training leaders we require, people with special 
aptitudes and training to impart knowledge to others. 

An institution of which we are particularly 
proud is the Ford Trade School operated by our company 
at Windsor. This unique school was set up in 1937, 
primarily to help fill a desperate need in Canadian 
industry for skilled toolmakers. As such, it was a 
vital national asset when World War II came along. 

In recent years the isis givitta of the school has been 
broadened to give the students a more comprehensive 
industrial training. - 

Students are chosen by competitive 
examination from among the brightest students in high 
schools across Canada. They receive four years of 
training which is provided wholly without cost to the 
student, and, as a matter of a each student 


receives pay and benefits over the four year term, 
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amounting to more than. $11,000. 

After graduation, the students are 
under no obligation to seek permanent employment with 
Ford of Canada, but I am glad to say the majority 
have done so and the record of their progress with 
us has been most gratifying. 

The Trade School is a symbol of Ford of 
Canada's recognition that the supply of trained per- 
sonnel for industry should not be solely the respon- 
sibility of the state, and the same is true of our 
other internal training programmes. This thinking 
extends as well to our far-flung operations through- 
out the Commonwealth countries, for we are constantly 
bringing promising young men from overseas to-Canada, 
and sending some of our personnel ve ine companies 
abroad, to enrich their experience and add to their 
education. 

For some years past our company has 
recruited outstanding young men from the graduating 
classes of our universities, as well as promising 
candidates from within our company, for intensive 
executive training courses which extend over the 
period of a year. Again, these young men are not © 
obliged to stay with us when their training is complete, 
although many have done so and we are seeing excellent 
results. 

Finally, I should like to say that our 
company is conscious of its responsibilities in the 
@neral field of learning, particularly in higher 


education, and provides scholarships to help certain 


104 beaters te aque ocd desis solstegooes : 
‘awo to ov1d at ome odd bas ,edete oft to ylides 
ylinetends ors sw 102 ,eslitnuos ddisswnommod ent Ju0 


Sbsas0 ot sseatevo'mory com gaNoy satetmorg gatantad © 


| ae eeinaqmos ed? OF Lennosteq 190 to emoe anthase has 


‘atedd o¢ bbs bas sonsiieqxe tledid dolimas o¢ ,.bsomds | 
: / ee es pet ow io ox‘ ~~ 6 ; .sotesoubs ; 


asd yasqmos avo tesq etsey omoe TOL ‘te 


saldsubsrs ed} mort mem gavoy gntbnasieduo hbeilwroes 


gntelmorq as [few es ,esitleteviany mw0) Qo asseslo 


svieneint rot .yasqmoo avo mirigiw mort eedshibase — 
end evo baedxs dotrw geanwoo gaintstt svidwoexe 


jon sis mem gesoy eserd ,atspA sT8ey & to boiieq 
.stolqmoeo al antiote1d atent mendw es dtiw yste of begiide 
tnelleoxe — sts ew bas 06 aseb oved yasm nguordife 
. ed lyeet 

myo $ed9 yeu of Sutil bivode I .yllentt 
sit at sefdtitdtencqes1 esl to evotoames af yasqmoo 
tsfigth at ylrelwotiteq yeatmisel to bLet? {[steng 
atstaes qfler ot agidatafosdos ssbivorq das ,motssoube 


- 5594 - Mr. Sale 


deserving young people to further their education at 
the university level. 
THE INADEQUACY OF CANADA'S ROAD SYSTEM 

The last topic suggested by Mr. Gordon 
was: "Comment on.the growing inadequacy of roads and 
highways, and the implication this may have on car and 
truck sales." 

We have the strongest views on this topic, 
not for any fears we may have as to the potential effect 
of imadequate roads upon motor vehicle sales, but be- 
cause we are appalled by the sheer economic cost of a 
national highway system that is years behind the times. 
Millions. upon millions of dollars are being wasted 
annually as a result of traffic congestion, bad roads, 
limited parking space, and other faults in the system, 
to say nothing of a toll of human life and limb that 
ean be attributed directly and indirectly to road 
conditions or ineffective traffic control. 

Statistics often serve only to obscure 
the real meaning of the term "inadequacy" as applied 
to roads. To add up the total mileage of all surfaced 
roads and say there are so many miles per capita or 
per motor. vehicle, does not illuminate the real pro- 
blems of inadequacy, such as the congestion on certain 
trunk highways or the bottlenecks in urban areas. 

For example, in 1944 there were 127,000 
miles of surfaced. highways in Canada, equal to one 
mile per 11.8 vehicles. In 1953 there were 191,000 
miles, or one mile per 18 vehicles. The increase in 


total mileage would seem encouraging, but the ratio of 
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mileage to vehicies in use reveals a losing battle. 

The mileage statistics, as a matter of 
fact, are deceptive. The figure of 191,000-miles of 
surfaced road in 1953 does not tell that only 31,000 
miles had paved or bituminous top and that the re- 
maining mileage was wholly of gravelled road, some 
of it of indifferent quality. The total takes in 
not only the heavily travelled trunk highways, but 
thousands of miles of relatively lonely country road, 
and the ratio of mileages to vehicles does not reflect 
the acute congestion on inter-city links and in the 
metropolitan and urban areas where vehicle density is 
the greatest. 

If we stay within generalities, it may 
be said that the number of miles of new first-class 
pavement constructed each year has lagged far behind 
the growth in the number of vehicies in use, the number 
of miles travelled, and theexpanding gross national 
product. 

There is no suggestion that the blame for 
inadequate roads should be placed upon any government, 
federal,provincial or municipal. Part of the reason 
lies in the five or six years of progress in highway 
construction that were lost as a result of World War II. 
Part is undoubtedly attributable to the tardiness of 
governments and the public alike in realizing the true 
pace of Canada's economic growth and the fact that the 
road system was falling far behind the nation's need. 

Cinadtans now have no excuse for holding 


back in providing themselves with a better road system. 
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The need is painfully apparent, and every projection 
of future requirements your Commission may adduce 
from its study will demonstrate conclusively that 
more adequate roads are vital to continued national 
progress. oe 

A suitable highway and road construction 
policy will entail long-term planning for proper 
integration of the inter-related needs of the country 
as a whole, and for its separate regions. Road supply 
and demand cannot be neatly separated. There is a 
"chicken and egg" relationship -- traffic flows will 
create demand for better highways but, equally true, 
good highways stimulate new or altered traffic flows. 

The most compelling need, as we see it, 
is for swift correction of traffic congestion on key 
highways and in urban centres across Canada. Congestion 
imposes tremendous unnecessary costs upon the public. 
The crawl speed of trucks and passenger cars caused by 
unsuitable roads, narrow bridges, dangerous curves, 
steep hills, level crossings and countless other 
impediments, results in a fantastic wastage of man-hours, 
of gasoline, and of investment in vehicles. 

It undoubtedly is true that the inadequacy 
of roads and highways does have some effect upon the 
sales of cars and trucks. We have no way to determine 
how severe this effect may be, but we are particularly 
aware of it in major centres of population, such as 
Toronto and Montrel, in which congestion of main routes, 
downtown bottlenecks, and a scarcity of parking space 


are critical problems. 
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We believe, too, that the volume of 
freight and passengers handled by motor carriers would 
be greatly increased, with benefit to the entire economy, 
if the highway system were geared to present day needs. 
An increase in such volumes would, of course, reflect 
in greater sales of vehicles by our industry... 

The effect of inadequate roads on motor 
vehicle sales is by no means a major consideration in 
the broad and constructive view of the problem. The 
nation simply cannot afford the continuance of.the 
cost penalties of an antique road system, nor can it 
tolerate a complacent attitude towards such things as 
congestion, parking, and safety. 

CONTRIBUTION OF AUTOMOTIVE INDUSTRY TO EXPORT TRADE 

This concludes our remarks on the several 
questions raised in Mr. Gordon's letter of invitation, 
but there are some additional comments on matters 
affecting the industry upon which I would like to comment. 

Reference should be made, we think, to 
the contribution of the automotive industry to Canada's 
export trade. In recént years the export of automotive 
vehicles has represented only a fraction of the sal gas 
volumes, mainly because of import restrictions and 
exchange difficulties in overseas territories. Ganadian 
exporters also have -had to contend with increased com- 
petition abroad. The drive for export sales by British 
and European companies, which have much higher volumes 
of production and substantially lower labour costs than 
are typical in Canada, has meant:.a continuous struggle 


on our part to overcome the cost disadvantages of our 
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vehicles. 

Ford of Canada began the cultivation of 
overseas markets almost from its inception, and for 
50 years has been the principal Canadian exporter of 
automotive products. It was not uncommon in pre-war 
years for export shipments to account for as much as 
45 per cent of the output of our company's plants in 
Canada. However, as a result of the shrinkage in over- 
seas markets and the concurrent market expansion in 
Canada, the proportion of our Canadian production ex- 
ported has declined from 41 per cent in 1938 to 10 per 
eent in 1955. Incidentally, the volume of our exports 
in 1955 was somewhat greater than it had been in recent 
years. 

Notwithstanding the proportionate decline, 
the exports have had a substantial value and have con- 
tinued to provide foreign exchange to assist the nation 
in balancing its external accounts, and to furnish 
additional employment for Canadians. The exports of 
Ford of Canada also create traffic for Canadian Railways 
and harbours for, as far as is practicable, the company 
uses Canadian carriers and port facilities. 

Through direct dealers scattered over 
half the world, and through the dealers of its overseas 
subsidiaries in Australia, South Africa, New Zealand 
and Singapore, the preducts of Ford of Canada flow to 
scores of markets, large and small. In addition to the 
Commonwealth countries mentioned, we ship to such places 
as the Rhodesias, Kenya, Nigeria, Tanganyika, Gold Coast, 


Madagascar, Thailand, Indonesia, Samoa, and the Fiji 
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Islands, to mention only a few. 

Ours is the only Canadian automotive 
company which continuously and vigorously develops 
export business, and we will continue to do so. 

However, the pattern of overseas business has changed 
in recent years. In some major markets, such as 
Australia, there is a rapid trend towards local manu- 
facture. A much higher proportion of the content of 
North American type vehicles available in Australia 

is being produced in that country and ultimately almost 
all of the components will be made there. 

In order that we may offset the diminishing 
demand for vehicles and components in some of our former 
major markets, we are increasing our efforts to enlarge 
the demand from other territories. 

The Canadian exporter already is hard- 
pressed in many overseas markets by the alert: and 
vigorous competition of the British and European pro- 
ducers, who have important advantages over us because 
of their higher volumes, lower labour costs, and some- 
times in respect of currency controls. If Canada is to 
continue to participate successfully in overseas trade 
in our field, there mustbe constant and realistic effort 
on the part of labour, management and government to keep 
Canadian costs competitive. 

INFLUENCE OF TAXATION ON MOTOR VEHICLE SALES 

The Commission has shown its interest in 
factors that affect the production and sale of motor 
vehicles, and an important one that should not be over- 


looked is the influence of burdensome taxes imposed upon 
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the Canadian vehicle owner and user. 

Canadian manufacturers have appealed to 
Ottawa annually for the elimination or alleviation of 
the special burden of taxation imposed in the form of 
an excise tax of ten per cent on new passenger cars. 
The automobile is the only major means of passenger 
transportation singled out for such-a tax, and for 
that matter the only essential commodity still subject 
to excise tax. 

We contend that this tax is a lingering 
inheritance from the distant past when the automobile 
was looked upon as a pure luxury, and we have offered 
proof to the government on many occasions that the 
passenger car is as essential to modern living as a 
bed, a stove, or a pair of shoes. 

In our: view, the automobile owner and 
user is the-target for a disproportionate. load of 


taxation in many forms. He pays an excise tax of 


10 per cent plus a sales tax of 10 per cent on his 


new car, and in some provinces also pays provincial 
or local taxes as well. There are further sales taxes 
on repair parts, aceessories, gasoline and oil, not to 
mention the specific and heavy gasoline taxes. In 
addition, there are annual: license fees on the car 
and permit fees’ on the owner, 

It’ is our hope:that the Commission will 
take note of the tax burden’ which falls with such 
severity upon one of the’ essential parts of Canada's 


transportation system. 
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THE AUTOMOBILE TWENTY-FIVE -YEARS FROM NOW 

Bheresde but‘one other subject on which 
I would like to touch:briefly -before closing, and that 
is the nature of the product of the automotive industry 
itself. 

In this age. of super science-and startling 
inventive and technical achievement, it is. not uncommon 
to hear someone say: "Why, 25 years from now there will 
be no such thing as an automobile. Everyone will have 
a helicopter to get around town and a family airplane 
for long trips." 

-E do not: believe any’ such thing. I am 
confident that 25 years from now, automobiles will 
be an even more vital part of transportation than they 
are today. 

The evolution of motor cars is so taken 
for granted, year by year, that one rarely stops to 
think that the common-place 1956 models are what people 
25. years ago were talking about as "dream cars". Con- 
Sider the changes that have come about in only the past 
six or seven years. Cars have become lower, wider, 
roomier and more comfortable. They have been made 
safer in scores of ways, with better steering, better 
brakes, sturdier construction, vastly greater visibility 
for the driver on all four sides, and a number of 
recent innovations for the protection of the driver and 
passengers. Engines have been vastly improved in per- 
formance and relative economy. 

Such things as automatic transmission, 


power steering and power-brakes have moved from the 
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novelty stage to be commonplace in a matter of a few 
years, and already are well on the way to becoming 
standard equipment. Almost every new car in this 
country is equipped for warmth and fresh air, and 

for those who want them there are installations avail- 
able for practically all cars permitting total tempera- 
ture control of the interior. Windows go up and down, 
seats shift to suit the comfort of the driver, streams 
of water wash the windshield, radio antennas go up and 
down -- all at the touch of a button. A very high per- 
centage of new cars have radios. Some owners even 

have telephones and dictating machines in their auto- 
mobiles. 

The "dream cars" of 25 years ago are here 
today and I am sure they far surpass the rosiest 
expectations we had back in the 1930's. What the next 
quarter-century will bring. in automotive development, 

I would hesitate to predict. There is absolute certainty, 
however, that the evolution of the automobile will be 

more rapid than in the past, because of the vastly greater 
programmes of research and experimentation and the keen 
competition among producers. 

I can forecast with complete confidence 
that although there may be some startling transformations, 
the vehicle of 1980 still will be an automobile in the 
basic sense of having wheels, a body, and a means of 
propulsion. Change notwithstanding, the automobile 
will have an increasing role in the movement of people 
and goods over the years to come, and the industry 


which produces automobiles will continue to have a 
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major part in the Canadian economy far into the 
future. 

I thank you, Mr. Chairman and Gentlemen, 
for this opportunity to convey our views on the future 
of the industry and of our company. 

May I take the opportunity, too, to 
express a sentiment in which the vast majority of 
thinking Canadians will concur -- a warm word of 
thanks to all members of the Commission and of your 
staff who are making such an invaluable contribution 
to the national good. We are well aware of the 
sacrifices you are making in devoting your time and 
talents for at least a year to the study of Canada's 
resources and the prospects for our country's future. 
I am sure your efforts are most appreciated, and that 
the restiifs will be eminently werth while. 

THE CHAIRMAN: Thank you very much, 

Mr. Sale. This is a very thoughtful and valuable 
submission and we are extremely grateful to you. 

I would also like to say how grateful we are to 

Mr. Row and Mr. Wecker, your officials and to 

Mr. Armour representing the Parts Manufacturers 

and also to the Unions for the help Which all of 
you have been to the economics staff of the Sun Life 
who are preparing this study on your very important 
industry for the Commission. Quite obviously such 

a study requires the kind of co-operation that we 
are getting from the industry and we are most grate- 
fud..to.jyou all Ger .i1t. 


There are one or two questions that 
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I would like to ask. Some of us here including you 
and Mr. Armour and Mr, Peterson and one or two others 
spent the greater part of a year about 2O years ago 
with the Tariff Board when they were looking into the 
tariff structure for this industry. At that time, as 
I remember, the difference between the costs of manu- 
facture of a Canadian and an American car in the higher 
volume lines was, as I remember it -- and I have not 
looked it up -- close to 25 percent. I know that you 
are not in a position to give exact comparisons of 
United States - Canadian costs now but on the basis 

of wholesale and factory selling prices is it reason- 
able to think that that difference of close to 25 per- 
cent in costs has narrowed somewhat in the 20 year 
period? 

MR. SALE; Oh, yes. As a matter of fact, 
the figure, I think, at that time for one of our most 
popular models then was about 22.9 percent and that has 
been pretty consistently reduced since then. Of course, 
the volume is almost the whole answer. In 1935 we 
produced for the automobile market in passenger cars 
about 33,000 as compared with 133,000 in 1955. The 
benefits of volume are great. If we can get you 
gentlemen to buy two cars while we are here it will 
help the whole picture. . 

THE CHAIRMAN: Would the differential 
have been reduced to as low as (I don't want to be 
exact at all) but if it was 22.9 percent would it be 
down to 15 or 16 percent? 


MR, SALE 3 Yes. 
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THE CHAIRMAN: It is about half? 

MR. SALE: Yes. 

THE CHAIRMAN: Well, that is a tremendous 
change. 

MR, SALE: Yes, it is. Now, that will 
vary from year to year according to conditions. 

THE CHAIRMAN: And from company to 
company I suppose? 

MR, SALE: Yes, and with volume at the 
present time -- with peak volume we are in more or less 
ideal position. 

THE CHAIRMAN: Do you put that important 
advantage mainly and substantially to the increased 
volume of manufacture you are getting now? 

MR. SALE: Very largely. The benefit 
comes from, of course, the reduction in the overhead 
cost. 

THE CHAIRMAN: When it comes to a com- 
parison of retail prices, of course, the substantially 
higher sales and excise taxes in Canada to which you 
have referred would account for a big part of the 
difference, I suppose? 

MR. SALE: That is right. 

THE CHAIRMAN: Now, Mr. Sale, in re- 
ferring to the Canadian content legislation which is 
an unusual feature of the tariff in Canada, I suppose 
you tell us that you are in favour of it? 

MR. SALE: That is right. 

THE CHAIRMAN; A viewwhich I understand 


is not necessarily shared by all the manufacturers. 
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What is the percentage of Canadian or British content 
that is required now? 

MR. SALE: 60 percent. That is for us. 
It is lower for the manufacturers who produce lower 
volume. 

THE CHAIRMAN: I suppose some of the 
companies obtain a much higher percentage than 60 
percent? 

MR. SALE: Yes, we do. 

| THE CHAIRMAN: Well, in that connection 
we have heard a little bit from the steel companies 
and the car companies about the additional components 
that some think may be produced in Canada. Would you 
like to say a word or two about the prospects for 
producing frames or stampings or automatic trans- 
missions in this country? 

MR, SALE: Well, that would be the three 
main items. As far as frames are concerned, the 
indications are that they are going to pass out of the 
picture as the industry appears to be definitely 
slanted towards the unitized body. That would leave 
only truck production and with a much lower volume 
of trucks and the wide variation in frames, practically 
one for each model, and variations of different 
capacities, I don't foresee a frame manufacturer in 
this country for a long time to come, So far as body 
panels are concerned, I think with the unitized body 
there may be --- 

THE CHAIRMAN: Would you dike to explain 
the unitized body? 
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MR. SALE: The unitized body is where 
the body and chassis are welded together into one 
piece without a frame. I imagine with the number 
of weldings involved in that body many of these 
small stampings may be and will be made in Canada. 

The larger parts, your roof panel and hood are going 
to depend very largely on volume. The dies, as you 
know, are extremely costly and at what point we will 
reach that economic position is awfully difficult 

to determine, It certainly will take on a different 
aspect 25 years from now but whether we will have 
enough volume in Canada against nine million or ten 
million in the United States is not foreseeable. 

As far as automatic transmissions are 
concerned, they are very definitely in a state of 
erolution at this time. The design is not standardized. 
There are definte changes just around the corner and 
Many other under development and consideration and for 
my money it would be most unwise certainly for my 
company to consider the manufacture of automatic 
transmissions at this particular time, We are hopeful 
that within two to three years perhaps that design will 
be stabilized. The cost of going into the automatic 
transmission is a terrific one, something like $25 
million in automatic transmission plant and equipment 
and again just in rough terms we would need a volume 
of somewhere between 400 and 500 per day and a steady 
running of perhaps several orders to ensure getting a 
return on the investment. 


THE CHAIRMAN: Thank you very much. In 
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discussing your export business you mentioned something 
we heard a good deal about in the Maritimes when you 
said that your company used Canadian carriers and 
Canadian port facilities so far as is practicable. 
Would you like to expand on that a little bit and 
tell us the extent to which you have been able to 
use Canadian port facilities and what the factors 
are? 
MR. SALE: Our weaker for some years 
has been to use Canadian port facilities wherever we 
possibly can. You appreciate with assembly plants 
operating overseas which must be fed regularly, that 
frequencies of sales, regularity of sailings is a 
very important thing. Freight costs are also important. 
However, we have been working with the National Harbour 
Commissioners and very closely with the shipping com- 
panies involved. As a matter of fact, we have retained 
outside consultants to give us advice as to how we can 
further improve the use of Canadian ports. In 1952 
we were shipping 35 percent of our tonnage out of 
Canadian ports. .By 1955 we had improved that to 60 
percent. We expect to make other improvements but 
there are many things to be explored. These, we hope, 
will be beneficial. 
I-might also point out that we also use 
Canadian ports on inbound goods, that is, on the 
; import of English cars which we sell in the order of 
probably four to five thousand a year plus about two 
thousand tractors. 


I am hopeful and I think I can be optimistic 
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in saying that we can go even higher than 60 percent. 
That represents 2,000 tons of freight a year. It is 
not great. We wish it were greater. 

MR. STEWART: I am particularly interested 
in your section on the training of skilled personnel 
for obvious reasons, Mr. Sale. I think we are all 
concerned about this problem of providing the kind of 
people necessary for the more complicated processes of 
industry. Historically the preparation in particular 
skills was acquired through apprenticeship but it does 
seem over a time we have been trying to pass that over 
to the public educational institutions and we are 
teaching courses in schools and educational institutions 
in increasing numbers in the technologies in universities 
and so on? 

MR. SALE: Yes. 

MR, STEWART : What I am wondering is first 
of all whether there is any possibility (you must have 
given, I know, a good deal of thought to this) of some 
co-operative arrangement between industry and the 
educational institutions. I would think that the 
educational institutions could not do too good a job 
on the particular skills which a particular industry 
will require, but at the same time, in your training 
programme in industry you do not want to expand out 
into other more general things that could perhaps 
better be done in formal educational institutions. 

That thinking suggests some kind of co-operative in 
training in service programmes which use both facilities 


of industry and those of the educational institutions. 
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Have you any thoughts on that possibility? 

MR. SALE: Well, I have some thoughts, 

Dr. Stewart, but I don't know whether they are suffi- 
ciently crystallized at this point to be of any benefit 
to you. I think there are really three things. One is 
the field in which universities work, another is the 
field in which industry must work and I think myself 
industry has got to very considerably expand its 
development of people for use in its own plants. 

I think there are certain areas, though, 
where the university and industry can work closely 
together. I am thinking of that field of highly skilled 
technicians which are going to be so vital to the 
country's progress which might be one step below the 
university professional graduate. We have a study 
Which has just been completed for us by Dean Larkin 
of the Engineering course here in Toronto and I think 
that discussion will bring forth some of thoseideas. : 
My own mind is not quite crystallized to a point where“ 
I can be of any great help to you at this point. zee 

MR, STEWART: I share the same thought 
but if you have developed something I will be glad to 
Hear of S10: | ) me 

MR, SALE: As a matter of fact, we will 
be glad to let you have this study a little later after 
we have had our discussions and give you whatever 
benefits we can get from it. 

MR. GUSHUE; Mr. Sale, on page 27 of your 
brief you give comparative figures, vehicles and 


mileages and so on throughout Canada. Are you able to 
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compare these with the United States figures? Have 
you got that by any chance? . 

MR, SALE: No, I have not. .I will get 
them for you, though. 

MR. GUSHUE: It would be very interesting. 

MR. GRAUER: The statement at the bottom 
of page 7, Mr. Sale, is an interesting report on the 
mass production methods and advanced technologies of 
the automotive industry which have had a pronounced 
influence on virtually all types of manufacturing in 
Canada. Now, there are certain things that spring 
readily to mind, the various examples of mass production 
techniques and demand of the automotive industry upon 
other industries which will allow them to go in for 
more mass production techniques but I was wondering 
if there were any particular aspects outside of those 
that you had in mind in making that statement? 

MR. SALE: No. 

MR. GRAUER: It was just a general result? 

MR. SALE: It was just the general result 
of mass production techniques. 

THE CHAIRMAN: Well, thank you, Mr. Sale. 
This has been a very interesting presentation and we 
are very grateful to'‘you. 

If you are willing, Mr. Row, we might 
have a five minute break before we start in with you. 

MR. ROW: Right. 

~-- Recess 
-~-- After recess 


THE CHAIRMAN: Well, shall we come to 
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order, gentlemen? Mr. Row, in welcoming you to 
this Commission I would just like to say again what 

I said to Mr. Sale that we are all most grateful to 
all of you for the help you have been to the research 
people who are making a study of your very important 
industry and we are also grateful to you for coming 
here and being willing to give us the benefit of your 
views on the various questions. We will mark your 
submission Exhibit 156-and if you would like to start 
in and present it, all right. 

MR. ROW: Mr. Chairman and other members 
of the Commission, I am quite confident I work a whole 
lot harder than Mr. Sale and therefore I will read 
mine sitting down. 

THE CHAIRMAN: Oh, we will ask you what 

share of the market you are going to get. 

MR. ROW: Mr. Chairman and Gentlemen, 
your invitation to appear before this important 
Commission is much appreciated. In addition, I 
welcome the opportunity to express my views on the 
part which the automobile industry will play in 
Canada's economic future, which it is your substantial 
task to study. 

It is taken for granted that you gentlemen 
are aware of the importance of the Canadian automobile 
industry in the overall economy of this great country. 
This has been emphasized by those who have preceded 
me this morning. 

As an individual, I am proud to be 


associated with an industry that has been in the forefront 
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of the dynamic progress of this young country to date, 
and which is preparing itself to play an equally 
important part in the future growth of the Canadian 
economy . 

The company with which I am associated, 
Chrysler Corporation of Canada, Limited, since its 
formation 30 years ago, has been an important factor 
in the automotive industry of Canada. In. addition to 
the many millions invested during thoseyears, we have 
invested since 1953 a further 54 millions of dollars 
in plant and equipment to prepare ourselves for the 
role which we propose to play in the further expansion 
of the country. 

In recent years our company has been 
devoting increasing attention to the forward planning 
concept. Our experience has demonstrated that intelli- 
gent forward planning represents the key to our future 
progress. Similarly, we feel that a country, like a 
business enterprise, stands to benefit from a periodic 
examination of its position and a careful hard look 
into the future. In this respect your Commission is 
filling a most useful role and will make a substantial 
Se ekpebt cn to Canada's economic.welfare. Not the 
least of this contribution will be the impetus which 
your activities will give to industry as a whole to 
develop and implement their own forward planning 
programmes. 

In 1924 the founder of our company, 

Mr. Walter P. Chrysler, demonstrated his confidence 


in the future of Canada. by an investment here of his 
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Company's capital and his experience, Along with other 
far-sighted men of those times he helped to develop a 
company that has grown from a domestic production of 
2,549 automobiles in that year to some 98,000 auto- 
mobiles in the year just ended. The knowledge and the 
experience of Mr. Chrysler and the men associated with 
him in those days have been passed on to a succeeding 
generation of Canadians until today Chrysler of Canada 
is one of the largest industries in this country with 
a working force of approximately 12,000 persons. The 
company today is almost completely manned and managed 
by Canadians. 

It would be appropriate, Mr. Chairman, if 
I were to take a moment to remark upon the opportunity 
Which our company affords for Canadians to progress to 
positions of high executive responsibility. During the 
past year we made 41 appointments to various important 
positions within our managerial group. Of these 41 
appointments, only one -- and that in a highly specialized 
field -- involved a United States citizen. The remainder 
were persons of Canadian or British birth. Our operating 
committee, the group which largely determines how the 
company will be run, consists of 13 men. Of these, 10 
are Canadian by birth. In a relatively few years it is 
quite conceivable that the Canadian content of this 
committee could be 100 percent. Our management policies 
are pointed in that direction. 

your letter of invitation asked for my 
views as to how the costs of production of Chrysler 


of Canada compare with those of the United States. 
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It is common knowledge, I think, that prices 
paid by consumers for new cars (including taxes and 
freight charges) are substntially higher in Canada 
than in the United States. The reasons for this 
difference are closely linked to this country's economic” 
development and laws, Wide disparities between Canadian 
and United States prices may also be attributed, in part, 
to the geography of the two countries. 

However, it is my view that these dispari- 
ties reflect the result of the forces of taxes and 
tariffs which were designed to foster the industrial 
development of Canada, but which nevertheless, must work 
within a framework of the basic economic laws of Supply | 
and demand. | 

As has been avinted out in some of the 
briefs previously submitted to this Commission, the 
higher costs of producing, distributing and selling 
automobiles and trucks in Canada (as compared with the 
United States) similarly can be attributed to the 
smaller size of the Canadian market, to differences in 
taxation and to geographic and climatic conditions. 

While it is recognized that the quality 
of labour in Canada is at least equal to that in the 
United States, the apparent benefit to the manufacturer 
of lower rates is more than offset by the more efficient 
production which accompanies the much larger scale enter- 
prise. 

In addition, seasonal fluctuations in the 
Canadian industry are more severe than in the United 


States. This fact, in the past, has led to some spreading 
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of work over a longer period during the year than 
might, strictly speaking, be economical. 

The volume of production of the Canadian 
industry is about five percent of the volume of produc- 
tion in the United States. This means that Canadian 
suppliers of parts and materials cannot afford to 
tool up to the same costly extent as their United 
States counterparts, having in mind the smaller output 
that will be expected of them. Production of parts in 
the United States is done by means of larger machines 
which, though requiring a heavier fixed investment, 
are very economical in mass production. These machines 
must be fully utilized over a very large number of 
units to be economical at all. 

The larger market which exists in the 
United States also makes it possible for manufacturers 
supplying the industry to specialize their activities 
to an extent greater than is possible in Canada. These 
firms are thus enabled to maintain their costs and 
prices below the Canadian levels. In addition, the 
larger United States market encourages suppliers to 
locate their facilities more advantageously for the 
automobile companies and in that way to reduce costs 
of transportation of parts and materials. 

These advantages enjoyed by the United 
States motor vehicle producer go far towards explaining 
the difference in prices between this country and the 
U.S.A. Once again, they stem in large part from the 
size of the market in Canada, This factor will diminish 


as the Canadian market grows, as I am certain that it will. 
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To have an industry in Canada which can 
produce at costs comparable to those prevailing in the 
United States we must, above all, expand our market. 
This expansion can occur in two directions: one, by 
an increased sale of vehicles in Canada; and two, by 
shipping more of our Canadian production abroad. Both 
of these possibilities offer very substantial promise 
of realization. 

The same considerations which arise from 
the size of the market have a bearing on the cost and 
productivity of the equipment used by the Canadian 
automobile company. Equipment which is. purchased in 
Canada tends to be higher in price because of the 
smallness of the market which exists for such equipment 
in this country. 

The fact that Canadians are fewer in 
number and more widely scattered than is the case with 
their neighbours tends to increase freight costs in 
this country. It is not feasible to reduce the trans- 
portation cost of finished cars by the establishment of 
assembly plants in distant markets, as is done extensively 
in the United States. The reason, again, is the com- 
parative smallness of the market at this time. 

In Canada, completed cars must be shipped 
long distances, principally by rail freight. In the U.S., 
ears are shipped by the most economical means, in many 
cases from nearby assembly plants. These factors 
explain some of the differential in actual prices paid 
by the customer as between outlying Canadian markets and 


correspondingly distant ones in the United States. 
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The Canadian railways have not seen fit -- 
unlike their United States counterparts -- to introduce 
on their own (without added expense to the manufacturer) 
modern means of loading automobiles in box cars. 
Canadian automobile manufacturers, therefore, have been 
faced with a substantial cost for every automobile which 
is loaded into a bex car. This cost is, of course, 
reflected in automobile prices and must ultimately be 
borne by the Canadian purchaser. 

This specialized rail equipment used 
almost exclusively in the United States is so designed 
as to permit the use of the box car for return shipments 
of other commodities. 

Our Corporation is fostering the introduction 
in Canada of the use of specially constructed auto 
carrying ships for the large scale movement of automobiles 
by water from Windsor to the Lakehead. Use of these 
ships will mean substantial freight savings in ship- 
ments of automobiles to Western Canada. 

With the opening of the St. Lawrence Deep 
Seaway, it is anticipated that the use of similar ships 
will also mean corresponding savings in freight costs 
for purchasers of automobiles in Eastern Canada, 
including Newfoundland. 

Dealers!’ distribution costs are also 
higher in Canada. The Canadian dealer, on the average, 
has a lower volume of vehicles upon which he can 
amortize his fixed expenses. These include the pre- 
paration which he must do on the cars which he sells, 


his expenses for salesmen, advertising, staff and 
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equipment. Once again, it is a case of fixed costs 
and a smaller number of units to carry the burden of 
these costs. The result is higher cost per unit handled. 

In Canada we must have a larger market 
before we can organize our operations on a broader 
scale. For example, in general United States manu- 
facturers produce only one make of car in a plant. 
Here, our volume is not sufficient to permit that. 

At Chrysler of Canada we now build all four lines of 
our cars (Plymouth, Dodge, DeSoto, Chrysler) on the 

same assembly line. When you consider that each car 
line has from one to three models and each model may 
have up to five body types, you will appreciate how 

the disadvantage of not being able to specialize is 

multiplied. 

The wide variety of body models which is 
demanded by the Canadian consumer means that we must 
spend more for labour man hours in the parts handling 
of materials, and for time lost in changing from one 
operation on one body model to another operation on a 
different body model, and so on. While we have the most 
modern and efficient equipment in our plant, we ean 
do more to cut costs when our market and our volume 
are expanded. 

Another point is that the new machine 
tools now being introduced consist more and more of 
large technical units. These great machines must be 
fully utilized to be economical. When fully utilized, 
they are much more economical than other methods of 


production. These highly technical units-for the most 
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part cannot be reduced into smaller versions to meet 
the lower Canadian volume, and therefore the Canadian 
companies must employ a less economical and higher-cost 
combination of man hours and capital than do their 
United States counterparts. 

Technological improvement has already 
been described as a vital factor in reducing costs 
and increasing productivity. It has been given a 
great deal of publicity lately, although in fact it 
is nothing more than a progression in a trend toward 
machines which began with the industrial revolution 
several centuries ago. Far from destroying jobs, 
new and more jobs are created, representing an up- 
grade to tasks more worthy of human judgment and skills. 

To use the nation's manpower to best 
advantage in the future, it is important that the need 
for trained workers be recognized by government, 
industry and labour. This can be done by promoting 
and fostering educational programmes that will keep 
' Canada supplied with the trained personnel which the 
country's growth requires. 

With an increasing population, sharpened 
competition and a constant striving for a better 
standard of living, the need for technological 
improvement is obvious. 

In connection with the use of large and 
costly car and truck parts, an important factor in 
keeping down the cost and price margin between United 
States and Canadian production is the permission which 


the tariff legislation affords the Canadian manufacturer 
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to import items not made in this country. Most 
important of these are major body stampings. 

The tariff legislation which was intro- 
duced in Canada in 1936 in respect of the amount of 
the Canadian content in the Canadian manufacture of 
automobiles has been an influencing factor in the 
development of both a Canadian automotive parts manu- 
facturing industry and an automobile manufacturing 
industry. We see nothing at present or in the near 
future to make any fer’ in respect of this legislation. 

Manufacturing firms established in Canada 
have also been able to utilize certain other goods and 
services supplied by their parent companies in the 
United States. Many of these are beyond the means of 
companies engaged in an exclusively Canadian operation 
because the size of the Canadian market would not have 
warranted the large fixed investment necessary to 
provide them. 

These can be defined as follows: -~ 

1, Parent company research and engineering 
in product and in methods of pemieceion: 

(for example, in the engineering field 
our own parent company's forward planning includes 
expanded research in the development of the gas turbine 
and other experimental automotive engines, in the field 
of nuclear energy, in electronics as it applies to 
vehicles, and in the applications of solar energy.) 

ce. Parent company investment in tools 
and dies for the frequent model changes necessary in 


the automobile business; 
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3. Parent company reputation -- or 
good-will -- built up by long and successful large- 
scale business operation and reflected in the wide- 
spread acceptance of the product name; 

4, Managerial skills of parent companies, 
due to larger staffs and operations of a specialized 
nature. 

All of these factors involve large rigid 
investments. These investments, in turn, depend upon 
a very large market for the product. This market does 
not presently exist in Canada. 

And finally, the wider swings of the 
seasonal variations in Canada have also meant extra 
costs over those incurred in the United States because 
here we must have the ols and equipment with which to 
meet the demands of relatively greater "peak" loads. 

All of the cost disadvantages which I 
have discussed so far are still insufficient by a 
considerable margin to explain the differences between 
the prices paid by Canadian and United States citizens 
for similar vehicles. 

Canadian taxes impose a special barrier 
to enlargement of sales and to the increasing utiliza- 
tion by the industry of the economies which are to be 
found in large-scale production. Excise and sales 
taxes, aggregating 2O percent of the wholesale price 
of the Canadian-built car are about twice as heavy 
in a percentage sense, as corresponding taxes in 
the United States. In dollar amounts represented in 


the price paid by the consumer for the vehicle, they 
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are actually more than twice as heavy, since the base 
of taxation itself is made higher by the lesser 
economic advantages of the Canadian manufacturer. 

In the example of the Plymouth four-door 
sedan, the Canadian federal exciseand sales taxes 
amount to about $200 more than the United States 
federal excise taxes. 

The total tax burden of the nation must, 
of course, be spread across a wide range of economic 
activities, taking into account the character of those 
activities. However, the fact that automobiles are so 
highly taxed by the Canadian government definitely 
restrains the buying of motor vehicles. 

A reduction in taxes would carry through 
to retail prices and so stimulate sales that, in our 
judgment, the result would be a greater total tax 
revenue to the government. Such a reaction to tax 
changes would benefit us all -- the government, the 
consumer, the employee and the industry. 

To summarize, then, we feel that the cost 
and price disadvantages of the Canadian automobile 
industry, as compared with that in the United States, 
are due primarily to smaller markets, smaller scales 
of production and to Canadian tax policy toward 
automobiles. 

What then, are the future prospects for 
offsetting these relative disadvantages? 

As far as the economics of large-scale 
production are concerned, we believe that over the 


long-term future, Canada's relative disadvantages will 
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become less important. One reason for this belief is 
that our disadvantages are rooted in the absolute size 
of our market and the absolute scale of Canadian pro- 
duction -- not from their size in relation to that of 
the United States industry. Consequently, the long- 
term growth of the Canadian economy will make it 
possible to expand our industry and to produce our 
products at costs and to sell them at prices which are 
relatively more favourable than is now the case. 

Besides this long-term growth of the 
economy as a whole, we are confident that the auto- 
mobile industry itself is capable of great expansion ie 
in Canada; it may thus expand at a relatively gaciber 
rate. All of this can be enhanced by ecehetwaiitions: 

To support this view a offer the 
following considerations: 

The population of Canada has increased 
by 25 percent in the past 10 years. If this rate is 
maintained it will imply 2 population of 29 millions 
-- nearly double the present size -- by 1975. While 
this may appear to be a high estimate, it should be 
remembered that ’‘population forecasts in the years 
since the war have uniformly erred on the side of 
conservatism. In any event, it is possible for the 
scale of the Canadian economy, as measured by its 
population, to double in the next 30 years. 

Incomes of Canadians, which doubled 
in the aggregate between 1946 and 1953 have been 
continuing their swift rise, Looking forward, then, 


where we may anticipate doubling our population, we 
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expect the incomes of the Canadian people to rise 
correspondingly, in keeping with the continuing 
progress of industry in the country. All studies 

of expenditures for automobiles with respect to 
income, show that such expenditures are very respon- 
sive to rises in income. Along with the factor of 
population increase, this indicates a demand for our 
product that is capable of vigorous growth. 

As population md income rise, and pro- 
viding that the government will eliminate the excise 
tax, the automobile demand will surely expand. This 
expansion will tad to reduce economic disadvantages 
inherent in the present low volume of the Canadian 
industry. Economies of the larger-scale production 
will in turn engender further growth of the industry. 

There is another factor which we might 
mention in this connection. We have under development 
at the present time a programme which involves the 
shipping to Commonwealth countries of a very sub- 
stantial number of Canadian-built vehicles. Also -- 
and this may be of even greater interest to the 
Commission -- we have finalized a plan to supply 
specialized component engine parts from our new 
engine plant, to be shipped to the United States for 
assembly and use there. 

That we have a considerable way to go in 
developing our markets is demonstrated, once again, by 
What happened in the United States. Back in 1935 it 
Was estimated that about four years of full Canadian 


production -- or a million more cars -- would be 
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required to achieve the same ratio of people to Cars 
in Canada as then existed in the United States. In 
1955 there were about 5.4 persons per car in Canada, 
compared with 3.¢c persons in the U.S. To achieve 
the same density as the American figure today would 
require about five years of production at the industry's 
1955 rate of 375,000 units -- even though we were to 
scrap no cars at all. 

Increasing the proportion of newer cars 
is possible in the Canadian automobile population. 

The average age of vehicles here is about nine years, 
compared with about six years in the United States. 
Neverthelsss, because of public demand in Canada we 
have expanded production at a higher rate than has 
been the case across the border. This has been parti- 
cularly marked in the years since the war. 

The high and stable levels of employment 
and income achieved since the war, and the more rapid 
investment in and the. development of Canadian resources 
which are now in progress constitute strong arguments 
for consumer confidence and with it, healthy automobile- 
buying intentions. 

There is another point upon which you have 
asked my views. This has to do with the relationship 
‘existing between an adequate highway system and the 
purchase and operation of motor cars and trucks. 

It is essential to the future of the 
automotive industry. that Canada have sufficient good 
roads to keep abreast of the demands that the 
country's growth entails. Whereas vehicle registra- 


tions for all of Canada increased by approximately 
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129 percent between 1945 and 1953, the surfaced 
mileage of highways increased only by approximately 
44 percent. The number of automobiles for each 
mile of surfaced road has steadily increased as 
well. In 1945 the figure was 11.4 automobiles; 

and in 1954, 18.6 automobiles. 

In a country of Canada's sparse 
population and vast distances the automobile must 
be regarded. as.a necessity which is vital to the 
transportation requirements of the people. We know, 
from a survey conducted a few years ago, that more 
than 65 of every 100 miles driven in a motor car 
was fora purpose having to do with making a living. 
Good roads, adequate roads and safe roads are closely 
allied with the future development of our industry. 

In conclusion, it is our belief that 
the policy of the federal government towards our 
industry should be guided by considerations of high 
potential demand and the benefits to Canada's economic 
development which would accompany a higher degree of 
automobile production and ownership. 

Greater and greater economies possible 
in large-scale production, together with the develop- 
ment of other industries subsidiary tO ours, are 
powerful arguments for a more equitable governmental 
policy. Elimination of the present heavy excise tax 
and substantial reduction of the sales taxes on auto- 
mobiles are steps within the power of the government. 
Such reductions, in turn, would make possible immediate 


price reductions to the consumer and would, in conjunction 
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with the rising level of incomes, uncover layers of 
demand to enable the industry to move nearer to its 
maximum scale of output. 

And finally, let me assure you that 
our company will continue to be operated in the best 
interests of Canadians -- as it has for 30 years. 

We have made what I think is a sub- 
stantial contribution to the Canadian .economy in 
peace. We have played our full role in war. We 
have survived depressions, and we have invested a 
good many millions of dollars in anticipation and 
support of prosperity. 

The economic impact of our operations 
is felt far beyond the pay cheques earned by the 
12,000 employees who are nominally on our company's 
own rolls. It is felt as well, by. the staffs of 
more than 1,200 independent businessmen, who are our 
dealers, and by the workers in 450 manufacturing 
firms which provide us with the bulk of our productive 
materials. 

To these may be added the thousands of 
others who, in turn, supply: our vendors, as well as 
those in transportation, finance, and other fields, 
and whose livelihood derives in large or small 
measure from our company's success. 

The total, Mr. Chairman, must be an 
impressive sum. It is a sum which is capable of 
Substantial enlargement as Canada moves toward the 
promising future which we know lies ahead. 


We expect to grow with Canada. 
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Thank you, Mr. Gordon and gentlemen, for 
your most attentive hearing, and for having given me 
this welcome opportunity to put my views before you. 

THE CHAIRMAN: Thank you, Mr. Row. 

MR. GRAUER: Mr. Row, I was interested 
in your statement on page 10 dealing with research, 
about possibilities in the engineering field which 
are being looked into by your parent company. I 
realize this is a broad gesture to the future but 
the one I was particularly interested in was the 
application of solar energy. I don't know whether 
that has gone to any extent but does that mean we 
can expect to be driving cars without gasoline in 
the future? 

MR. ROW: Well, sir, I would say 
that was a long way in the future. 

MR. GRAUER: Was that the only 
application of solar energy you had in mind? 

MR. ROW: I am not in a position -- 

I don't mean I have not the authority -- but all I 
can say to you is that our research engineers are 
not overlooking any opportunities in any matters 

in regard to the matter of power to propel vehicles 
in these days. 

MR. GRAUER: One realizes there are a 
number of difficulties in the way of adapting nuclear 
energy and so on to an automobile but on the next 
page at the top you refer to the Wider swings of the 
seasonal variations in Canada and you refer to the 


relatively greater peak loads. JI wonder if you would 
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mind expanding how seasonal variation leads to 
relatively greater peak loads? 

MR. ROW: Yes, in the United States, 
they have their Floridas, Alabamas and Californias 
where they can spread their production in the winter 
months when the weather is much less severe, whereas 
our dealers must bank to a great deal on what will be 
a seasonal demand. At the present time we are getting 
held back on account of weather conditions. They want 
them in the spring. 

MR. GRAUER: Canada is a summer time 
country. 

MR, ROW: Yes, we have to anticipate 
that in our production schedules and accumulate 
inventories. 

MR. GRAUER: At the bottom of page 11 
and on page 12 you refer to taxation and the fact 
that a reduction in taxation would stimulate the 
sales of automobiles. I am just wondering -- one 
realizes, of course, that.a lowering of taxation 
will stimulate the consumption of most things but 
will stimulate some much greater than others. Did 
you have any particular experience or facts or proof 
in mind with respect to automobiles or is it simply 
a deduction? 

MR. ROW: It has been our experience, 
Sir, that when a substantial tax reduction has been 
made and the price has been brought down it has had 
a stimulating effect on sales. People do anticipate 


budget reductions and our experience has been we 


od Lier ‘di no Leeb sana. 8 sand dum 9 
a gntigeg e718, ew omtd dagzeng edd os tm a 
. tnow yor? vanotsbbaeo xoritsow ‘Yo, — os ll 
| emt? comma 8 af sh8ne es 5a ti — 

Lalit en itis ad my oe :" 
etagholing o3 evad ow: ,Be¥), WOR FM a 4 
stefumusoos bas notubedos 19 2 bor ata act 


{[f esgsq to motiod ens ga sARVARO AM | ane Ne 
toe! eid bee sotdsxsd of xs ten 42% Sif Spat. 10, 


9{10) += Rae stltns pre ws ure pecans nig 
notssxs? Io gnixewol,& tacit games to .aehte 
dud) egaidddaom Io, soltqmmenos ond otelumtee LEEW 
ota ',eysdte asd’ t9789% dove sme, esau A 
oongq so adoel 10 somptisgxs raluo finsq Yns, oven & 
vigete. ot et 1 eolidomosys ot Jooqast sit tw. a 
a 

,eometisgxe Teo, rosd gad #2  aWOR, . e 
nesd aad noliouber wad Latvandadua 8B goin. #9 
bat aad $f awoh: tdguord noed ead solag odd bas. of 
stegtoitas ob elgost ..eeles ao toe?%s ontdaiuniae 


‘ow nosed aad eonerteqne wo bus agolgoube:, teak 


- 6631 - Mr. Row 


definitely got a real demand from another strata of 
purchasing power, For instance, $200 is a very sub- 
Stantial amount to an everyday purchaser between a 
new car and a used car. 

MR. GRAUER: If taxes are reduced it 
would affect automobiles very greatly but I suppose 
a reduction in the personal income tax would have 
an effect too, but not to the same degree perhaps? 

MR. ROWs Not to the same degree. 

THE CHAIRMAN: This is a rather hopeful 
morning, isn't it? 

MR. GRAUERs What is your experience 
with the small cars which could be produced at a 
considerably lower price? I believe that small cars 
have been experimented with by American companies 
without any too great success and yet in Canada we 
have some things like Volkeswagen and things like 
that which seem to have a pretty large sale. 

MR. ROW: Well, principally, speaking 
of my own company, we have many developments and 
designs that small cars have had over the years. 
We find that it is rather’ difficult to produce those 
smaller cars economically as the public would expect 
them to be because the demand is so much smaller than 
for a full sized car and.with the machines and tooling 
and so on there would'bé a high unit cost, and, too, 
it is quite surprising how so many people like to keep 
up with the Jones's. They like a bigger automobile. 
We have not got the strongest demand. I would say there 


are only 2 percent of all the total cars sold that are 
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small cars. It is not a volume undertaking. 

MR, GRAUER:: A reduction in taxation will 
increase the sales to a substantial degree? 

MR. ROW: -.They don't want a small auto- 
mobile. That has been our experience here. It.is.a 
limited field of demand. 

MR. GRAUER: That is a very interesting 
statement on the top of page 14 where you apparently 
have a new engine plant which ships specialized parts 
into the United States for use there. Is that a 
situation that is likely to expand or is this isolated? 

MR. ROW: This particular case is 
isolated but it was a type of engine they wanted and 
required over in the States. It is their first under- 
taking with it. If it can develop, it would probably 
develop into a very sizeable account for us but the 
present plan is more or less of an experimental 
programme. It is a very substantial order for one 
of the United States models for a higher powered job. 

MR. GRAUER: . If there are possibilities 
you are going after them? 

MR. ROW: Well, we will explore this 
and see if we can try to increase our exports. 

MR. GRAUERS: With regard to what both 
you and Mr. Sale spoke about, the problem of road 
congestion, the submissions from the railway companies 
has indicated that they feel that if they had more 
flexibility in the way of regulation they could 
relieve that sort of congestion at least to the 


extent of recapturing some of the freight they have 
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lost to these large trucks. 

MR, ROW: Weill, we are trying to assist 
them by going the Seaway. 

MR. GRAUER:* In your submission I gather 
you think they have possibilities of expanding railway 
freight by going in for specialized equipment? 

MR. ROW: Yes. 

MR. GRAUER: On that point they did say 
that speclajized equipment takes you one way but 
apparently in the United States the equipment does take 
them one way and then can be used for return trips? 

MR. ROW: That is right, on other 
commodities. 

MR. GUSHUE: You say on page 4 or 5, you 
refer to the possibility of expansion in two directions, 
one by an increased sale of vehicles in Canada. That 
much you have dealt with fully and the other’was ship 
more of our production abroad. Have you something wider 
in mind there? 

MR. ROW: Frankly, our export merchandising 
is executed by our export corporation in Detroit. 
However, we have enlisted their aid to make a survey of the 
right hand drive markets of the entire world and we 
are now developing studies to see why we, Chrysler of 
Canada, can't supply the right hand markets of the world 
from Windsor, That is specifically the thing we have in 
mind. 

MR. GUSHUE: You note there that it 
offers substantial promise of realization. 


MR. ROW: Yes, there is a very substantial 
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volume when you consider all the right hand drive 
markets. We do hope to participate in that. 

MR. GUSHUEs: I .take it you feel also 
that given the increased production and certain other 
things which you have mentioned that there is a 
possibility of improving the competitive position with 
United States industry? . 

MR. ROW: No question about it. Volume 
is the big answer and if we can get our volume up, 
the domestic market will assist as well as’ export. 

MR. GUSHUE: And the tax situation? 

MR. ROW: Yes, and the tax situation. 
We will be in a more favourable position with our 
United States competitors. 

MR STEWART: Mr. Row, Mr. Grauer re- 
ferred to a section oa page 10 about research. I had 
a rather different question to ask. Surely in research 
the economLes of skill-which are so important in the 
production end are not applicable, are they? . 

MR. ROW: I>don't understand your question, 
Bir. 

MR. STEWART: You have to have a large 
market in order to get down the production costs? 

MR. ROW: That is right. 

MR. STEWART: Would that, be true to the 
same extent with research costs? 
. MR. ROW: Our research costs per year are 
in the millions and millions and if we took the unit 
that we produce in Canada, in our case say roughly 


700,000 passenger cars a year,:- divide it into those 
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millions of costs of research I am afraid the Piymouth 
would cost an awful lot more than it does today... It 
takes volume to suppert massive research operations. 

MR. STEWART: But there is no particular 
reason why the research should not be done by the 
subsidiary, is there? ; 

MR. ROW s No, except it would become 
more costly to split the operation when the one central 
point serves ail the industry. 

MR. STEWART: So that the equipment is 
the important element in research, is it not? 

MR. ROW: The manpower is a big item and 
a very heavy capital investment in equipment, 
| MR. STEWART: With reference to No. 4 
here, in what way does this fact of the managerial skills 
eof parent companies operate in relation to subsidiaries? 

MR. ROW: I might just explain it this way, 
that with our company in the States doing 1 million 
passenger cars a year, they can have highly specialized 
financial men, research engineers , highly specialized 
sales engineers and various undertakings can be highly 
specialized and large staffs, because again their volume 
can afford to support those highly specialized people. 
Over here with our smaller volume many of us have to 
be jacks-of-all-trades, but they can afford to have the 
individual specialists because of their large volume. 

MR. STEWART: And are. the judgments and 
skilis which are applied in the parent company, are 
they appliedto your company? the | 

MR. ROW: It is available to us, sir. 
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MR. STEWART: I was interested also in 
your reference on pages to the increasing percentage of 
people on your committee who were Canadian ma birth. 

Is there any real advantage to that? 

MR, ROW: Yes, we have primarily in this 
brief tried to impress you with the fact that it is 
Canadian operated. We have an awful lot of good Scots men 
in our organization. 

MR. STEWART: I don't think I will ask 
any more. 

THE CHAIRMAN: I think you are entitled 
to register a note of protest. 

MR. GUSHUE: I was wondering if there 
was a distinction there in your reference to having 
a number of Canadians and also some good Scots men. 

MR. ROW: No, we have many » 

THE CHAIRMAN: Mr. Row, Mr. Sale made 
some comments about the reduction in the spread between 
Canadian and American manufacturing costs for the higher 
volume models over the past 2cO years. I don't mean 
in exact terms, but would there have been a ‘substantial 
reduction in your company also? 

MR. ROW: Yes, sir, I am speaking only, 
Mr. Gordon, from a standpoint, we will say, of retail 
price to the public and I think they follow the trend 
of costs. 

. THE CHAIRMAN: Well, on that I quite 
appreciate that when it comes to cost comparisons you 
may not have the corresponding figures in the United 


States although I suppose the wholesale picture selling 
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prices are available? 

MR... ROW: That is right, and our retail, 
of course, we can acquire but I-have in my mind -- in 
fact I think it is quite accurate -- a four-door 
Plymouth 8 cylinder sedan including taxes between 
Canada and the United States is 14.87 percent higher 
now than it was back in 1930. I think you were saying 
25 percent, so today our retail prices are 14.87 Pee 
a higher than a comparable model in the United 
States. | | 

THE CHAIRMAN: I think when Mr, Sale and 
I were talking we were talking about the factory selling 
price ex tax. 

MR. ROW: And I would think the wholesale 
would not be far from that percent in ratio. 

THE CHAIRMAN: I don't want to go into it 
now. 

MR, ROW: Your Commission could have those 
figures any time. 

THE CHAIRMAN: I was interested to learn 
that both you and Mr. Sale were in favour of the content 
character arrangement... 

MR. ROWs Yes, the present content arrange- 
ment. . 

THE CHAIRMAN: I asked him some questions 
about the possibility of manufacturing frames in Canada, 
which would mean bodies, Stampings and automatic wrens 
Missions. Would your views be substantially the same ? 

MR. ROW: Yes, on the automatic trans- 


missions our design is still fluid. I would say somewhat 
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as Mr. Sale has said that within two, three, maybe 

four years to crystallize a basic design that will 
work well. Our studies show a very substantial invest- 
ment, to ourselves $25 million or $30 million. True, 
we would be forced to use our design because it is 
inherent with our power plant in the car. We can't 
have a universal power plant but they would have to 

be supplied to us as Mark No. A and Mark No. B. 

_ THE CHAIRMAN: Just so that nobody will 
think the automobile companies are not getting any of 
their markets, I asked Mr. Sale what percentage he 
expected to have of the Canadian market. He was 
fairly optimistic. 

MR. ROW: If you add ours to that, 
Mr. Wecker will be selling apples. | 

THE CHAIRMAN: Well,we are va grateful 
to you, Mr. Row, for coming to us today and for giving 
us the benefit of your thoughts and experience and also, 
as I say, for the help you are giving to our research 
staff. Thank you very much. 

MR, ROWs I am highly honoured. 


THE CHAIRMAN: We will adjourn until 2:30. 


(At 12.40 P.M. the Commission adjourned until 2.30 P.M ) 
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AFTERNOON cs ak Sol 
APPEARANCES: 


Mr “y J:J.Piggett;: 
Piggott Construction Company Ltd. 


Mr. L.J.McGowan, Vice- President 
and General Manager, 
Foundation Company of Canada Ltd. 


Mr. P.M. Gross, President, 
Gypsum, Lime & Alabastine Canada Ltd: 


Mr. G@. T. Clager, President and 

Managing Director, 

Dominion Woollens & Worsteds Limited. 

Mr. J. Armstrong. 

/ THE CHAIRMAN: Well, we will come to 
order, gentlemen. We are very grateful to you, 
Mr. Piggott, for being willing to come over and tell 
us what is going to happen in the construction industry. 
I think everybody knows nuk acortaat the operations of 
your industry are to the prosperity of the country and 
if you can supply us wich a little wisdom on the subject 
we will be most appreciative. We will mark your brief 
Exhibit No. 157. | 

Would you like to begin? 

MR. PIGGOIT: Mr. Chairman and members 
of the Royal ee eons the construction industry in 
Canada has been expanding very rapidly. The Dominion 
Bureau of Statistics! reports bring this out very 
clearly. The dollar value in 1948 was $1, 280,000,000 
and the increase was very steady from that to 1954 when 
it was $4,695,000, 000 and it is Preece ces that 1955 will 
be $5,126,000,000. No doubt other puetasesed have 
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expanded, but it would seem that construction has been 
outstanding Housing, which has always formed a large 
part of the construction programme has increased very 
greatly. This has been due to a great extent to the 

easy terms which the Federal Government, under the 
Central Mortgage & Housing Administration, was able 

to provide. Apart from housing, building and engineering 
projects have been increasing in number and noticeably 
anesizes 

The general growth, particularly in the 
urban centres, has not been without its effect on many 
of the services, supply of materials, supply of jabour 
and other factors of this nature associated with 
building Several times in the last five or six years 
the whole construction industry has been seriously 
delayed through shortages in reinforcing steel rods, 
structural steel shapes and Portland Cement. 

At the present time the situation in regard 
to reinforcing reds and structural steel shapes is acute 
and the outlook for the coming season is bad. There 
will no doubt be a shortage of cement for 1956. In oo 
gard to cement, however, new plants are being con- 
structed and there is some hope that in 1957 and from 
then on, unless the programme keeps on expanding, there 
will be a sufficient supply of cement. . 

Reinforcing steel refers, of course, to 
rods that are used in that type of structural design 
known as reinforced concrete. It is a system of 
structural design that is an alternative to structural 


steel or the old fashioned mill construction There 
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has been trouble about reinforcing steel for a long 
time. Except. on very rare occasions, the mills have 
been far behind on their orders. If the tonnage 
required by the market. is checked up, it would run 
no doubt at 200,000 tons or more. It would not 
appear that more than half of this is produced in 
Canada I am unable to say where the rest would 
come from, but in the past few months my company es 
has been buying, at quite high prices from jobbers, 
reinforcing steel that has been tiepobiens from the - 


of 
United States, and offers/Belgian. steel at high price 


are being constantly received. It would be interesting 
to have a study made, which could be done very quickly, 
as to what steps have to be taken by the various steel 
milis to balance the demand, 

Structural steel has been in very short 
supply for a long, long time.. Most of our structural 
steel is imported :from.the United States. The largest 
steel member. that we. roll in Camada is rolled by. the 
Algoma Steel Company.and is, I believe, an 18 inch 
I beam. The other. steel companies roll plate and 
small angies and channels. Our heavier columns and 
beams have to be. imported from the United States. It 
is doubtful.at this time if- structural steel for. new 
buildings can be delivered to the fabricator before 
the fourth quarter of this year. 

When shortages in cement develop, the 
Canada Cement Company has not hestitated to import 
cement from other countries and we believe this to 


have been done at considerable’ expense... By importing 
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cement and putting their regular customers on a quota 
basis, the delays have been minimized to some extent. 
The winter time ordinarily gives the cement companies 
a chance to catch up and fill their silos, but it is 

doubtful in the past few years if they have been able 
to store up any cement. 

It would seem that up to recent months 
there has been plenty of money available for financing 
all the construction that has been undertaken. The 
interest rates are advancing rather sharply now and 
it may be that in 1956 and 1957 money may not be so 
easily available except at much higher rates of 
interest. This is probably not due to the scarcity 
of money but rather to the fiscal policy on the part 
of the Federal Government and the Bank of Canada. 

Generally speaking, the employers who 
build houses and apartments are a completely different 
group from the construction contractors who.do the 
larger commercial, monumenta 1 and engineering works. 
It might be said that in the field of housing, most 
of those engaged in this work are what is usually _ 
termed speculative builders, that is, they build and 
sell. Construction contractors, whether it is in 
building or engineering, have a different kind of 
business. They prepare estimates for public works 
and construct these works, as a rule, on firm prices, 
on which they either make or les@ money. Sometimes, 
because of the necessity for speed and lack of 
completed plans and specifications, work is done on 


a cost plus a fee basis, but even in this field, the 
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work is usually competitive. 

The field about which I speak is the. 
field of contracting. In this field plans and speci- 
fications are invariably prepared by qualified 
architects and engineers. The usual procedure is 
that the architect makes the designs and the floor 
plans of the building and consulting structural 
engineers, working in collaboration with the architects, 
make the structural design to carry the architects' 
building from the foundation to the top; in addition. 
to this, mechanical engineers furnish the designs 
necessary to take care of such mechanical trades as 
heating, plumbing, ventilating, electrical and 
air conditioning. 

Right across Canada on medium and large 
size projects, whether they are buildings or engineering 
projects, tenders are taken from. general contractors. 

A general contractor in preparing his bid usually 

calls on a number of subcontractors in the various 
trades to furnish him with tenders in advance of his 
bid. The usual procedure is that the general contractor 
uses his own estimates on the work he does, such as 
excavation, reinforced concrete, masonry and carpentry 
and adds to them the tenders of the various subcontractors 
whose tenders he proposes to accept should be work be 
awarded to him. Usually the architects or owners, 
depending where the tenders go, point out in calling 

for bids that the Lowest or any andes will not 
necessarily be accepted. 


Up until 1930 or thereabouts, the general 
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contractor quoted one firm’ price for the complete 
building, accompanied usually by a completion date. 
In the 1930's in construction, as well as in all 
business, competition became excessive. The buyer in 
any business could always do better and better by 
waiting and bargaining. In the field of general con- 
tracting, no doubt this situation was fully exploited. 
sub-eontractors complained that the general contractors, 
after using their prices preliminary to contracts being 
let, once they had the general contract, shopped about 
for better prices on these subtrades, and had little 
trouble in re-opening the competition to their own 
distinct advantage. Architects were sympathetic to 
the position of Siler abbavenbedo tard and, from then on, . 
a system was built up in an effort to improve conditions. 
Ever since that time, as a general rule, contractors 
are required in tendering. to name the subcontractors 
whose bids they have used ‘and to whom. they propose to 
let that particular’ trade if the general contract is 
awarded to them. In some cases the amounts as well as 
the names have to be listed. a 

It should be pointed out that practically 
all of the prices in the many sub trades involved in 
any Pawtiing Io enkwdde; are received by the general 
contractor by telephone within the last hour or two 
before tender closing deadline. It is a fact that in 
many cases, prices fer the larger sub trades are received 
within minutes of the tender closing time. This means 
that the general contractor in being required to list 


a name against each sub trade, must.commit himself to 
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the employment: of twenty or thirty subcontractors, 
with whom he has: had no opportunity to discuss the 
makeup of the sub trade price, the quantities on 
which it is based, the approximate time schedule 
which will govern, the type and. number of personnel 
to be provided, or any. of the other many important 
considerations which deserve detailed study prior to 
the expenditure of the very large sums involved. This 
system has the effect of "freezing" costs at a high 
level and in some ways, invites a certain amount:of 
colusion among the sub, trades. 

It is difficult to correct existing 
conditions. I would suggest, however, that a general 
contractor should be permitted, if he chooses, to 
prepare his tender on his own estimate of all trades 

| and that, in fact, is what would surely meet the problem. 
If this were done, he would be under moral obligation 

to no one, and he could proceed to purchase each of 

t the sub trades then he was satisfied that the figures 

| had been properly prepared and represented good and 


true value for the money. It 1s a-fact that any 


general contractor, of standing, must of necessity be 
conscious of the importance -of good will. He knows 
that unethical practice will react against him. 

In recent years there has been a growing 
practice on the part of. many architects of withholding 
certain trades from the work. tendered on by the general 
contractor, and to call. separate direct tenders on these 
trades, “It has become a,commonplace for many. architects 


to call tenders directly for such work as Plumbing, Heating, 
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Ventilating, Electrical, Elevators, ‘the supply of Cut 
Stone, Kitchen Equipment, Aluminum Windows and so on. 
These teders are usually called ahead of the general 
contract tender and are then turned over to the 
successful general. contractor ie) supervise and co- 
ordinate with the. balance: of his work, 
: ‘This practice unquestionaly leads to 
higher costs, A general contractor necessarily — 
possesses a more detailed knowledge of costs than 
does an architect since his success or failure is 
largely dependent on it. He has an obvious incentive 
to maintain these costs at the most economical level. 
At a aie time, a subcontractor's cost can vary 
considerably depending upon: the efficiency of the 
general contractor under whom he must work. If the 
general contractor is slow. and inefficient, then the 
subcontractor's work will drag and his costs will 
increase, However, when a subcontractor tenders 
directly with an architect, he must allow in his cost 
estimates for the possibility that he may be working 
with the least efficient general contractor bidding. 
The privilege of buying at a preferential price, a 
privilege earmed by a company through its performance 
on similar work over the years and common to all indus- 
tries is denied‘him, ‘but only by adding to the cost of 
the project. The- general contractor's tender is 
similarly affected when he must finalize his own cost 
estimates without. knowing the names. of the subcontractor 
firms to be employed on ‘certain important phases of the 


work. In addition to the fact that it increases 
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construction costs, this procedure does nothing to 
discourage inefficiency or inadequate organization. 

No one can deny that conditions back in 
the '30's were bad. There is no doubt the same condi- 
tions existed in all types of industry and business. 
Construction, however, seems to:be the only industry 
which saddled itself with a system of this kind. This 
system is responsible, however, for unduly high costs, 
Which the public pays. It is also responsible for 
opening up a field for what is termed "package deals". 
By this is meant the deal between owners and builders 
direct, in which the builder furnishes plans, specifi- 
cations and building complete. There is developing 
considerable competition between builders who have 
entered this field, and it goes without saying that 
without the offices of architects or engineers, much 
poor building will result. It also has the effect of 
inviting the operations of American organizations in 
the package deal business. The trend is strong. It is 
our feeling that it is most important to the industry 
and the general public, from the standpoint of proper 
costs and good building, that the general. contractor be 
restored to its proper position. 

The architect. has a most important function 
to perform as dees the general contractor. However, 
these functions ae distinct and separate and there are 
marked differences between them. Each of them requires 
its own particular skills and type of organization. An 
attempt to combine these functions on the part of either 


the architects or the general contractors will result in 
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either excessive costs or lower standards-of- construction, 
or both. 

“There is and has been for many years a 
scarcity of trained mechanics in the different trades. 
Some trades are worse in this respect than others. In 
the pipe trades and in the electrical trades, apprentice- 
ship has been turning out a fair number of mechanics. 

In the province of Ontario, for instance, the numbers 
being trained in these trades are probably sufficient 
if the products of immigration are added to them, but 
in the other trades, the trowel trades for instance, 
the numbers being trained are hopelessly inadequate. 
This applies also to sheet metal and painting. 

In all provinces, apprenticeship plans 
under Provincial Statutes are in existence and are 
operating. In OMtario the oldest system, which was 
commenced in 1928, carries a constant: load of about 
2800 young men in the various trades in various stages 
of training. A summary of the numbers being trained 
in each province in 1954 is-as follows: British 
Columbia 6093 Alberta 15953; Saskatchewan 409; 

Manitoba 580; New Brunswick 148; Nova Scotia 2513 
Ontario 2,887; Quebec 14,471. For every apprentice 
that is being trained in Canada, there should be at 
Jeast four, (See records of Annual Reports from 
Canadian Construction Association Apprentiteship 
Committee over the past three or four years $-- 
reference $.D.C. Chutter, Ottawa.). 

In regard to these apprenticeship systems, 


it should be pointed out that they are probably the 
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best systems in the world for the purpose, They not 
only train mechanics fully qualified for their various 
trades, but in:a breader sense they are potential fore- 
men and superintendents, depending on their own 
personality and character: These :apprentices in the 
main are trained on the job along with qualified 
mechanics under a foreman or superintendent, supplemented 
by day classes in technical school centres and night 
classes in technical or vocational schools. 
Considerabie publicity has been given to 
the shortage of engineers in Canada. . As a rule, this 
shortage is expressed in terms of the extent to which 
the total number of .young men graduating annually from 


engineering courses in Canadian un 


iversities is exceeded 
by the demand for engineers on the part of Canadian 
industry. To assess the situation on this basis is 

to over-simplify the very real and serious problem 
which exists. A* young man just concluding four years 

of engineering school is not an engineer within the 

true definition of the term. He has been exposed to 

a basic academic training in many phases of-the field 

of engineering. Upon- graduation he is in a position 


to learn more quickly and to a more advanced degree, 


than one who has not had the advantage of a university 
training. The benefit to be derived by such a young 
man from his four years of schooling at a university, 
will depend almost..entirely upon the type of employment 
he seeks and engages in during the three or four years 
immediately following his. graduation. In my epinion, 


this is true of any of the various branches of engineering, 
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and it is most certainly true of engineering as 
related to construction. ° 

A young graduate ‘entering the construction 
industry should seek an employer who is prepared to give 
proper consideration to his training, and to providing 
him with an opportunity to see how theory is. related to 
practice both in design and method. 

Many employers in the construction industry 
have been holding out offers of such employment to graduate 
engineers, My own company has devoted a good deal of 
planning and expense to the operation of a carefully 
planned programme of field training for young engineers. 
The results of these efforts have been quite disappointing. 
It is a common occurrence that a carefully selected 
engineer in training earning approximately $350 per 
month as a trainee, will complete perhaps ten or eleven 
months of a training programme designed to span from” 

24 to 3 years, at which time he will resign and accept 
employment in an industry that may be completely un- 
related to constructton,;: or to the course in which he 
graduated from university. Generally speaking, I 
believe the main reason for such cases to be the sense 
of prestige that attends the status of an employed 
graduate engineer as compared with that of a trainee 
or student. 

In most. cases, the young man's new employ- 
ment will be in the sales division of some large corpora- 
tion where the extent of his technical knowledge and 
experience may be of secondary importance. The end 


result, generally, is that the young man in question 
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never becomes fully qualified as an.engineer, -although 
entitled by legislation in most provinces in Canada 

to use the title Engineer and to advertise his services 
as such, 

In short, it is my opinion that the number 
of properly qualified Canadian engineers is not increasing 
as it should, in direct proportion to. the numbers .of 
engineers graduating from Canadian universities each year. 

I believe that one of the principal. 
deterrents to the acquisition of a thorough and extensive 
field training is the fact that existing Legislation in 
most provinces in Canada provides that upon graduation 
a young man may be enrolled as a registered professional 
engineer under the laws of the province either immdiately, 
as is the case in Quebec, or within a matter of twelve 
months as is the case in Ontario. The Province of British 
Columbia is a notable exception in this regard. It is 
my opinion that a young.man upon graduating from. an 
engineering course in a recognized Canadian university 
should be required to spend a period of not less than 
three years in the field in his. chosen branch of 
engineering, and to produce satisfactory evidence as 
to the manner in which this period has been spent 
prior to being registered as a professional engineer. 
Such a requirement would provide the young graduate with 
a badly needed incentive toward the acquisition of a 
reasonably broad field experience immediately following 
graduation. 

Our Canadian universities are excellent, 


and the academic standards in their various engineering 
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schools are high. ‘Canadian ernigineers who have given 
the time. and effort toward obtaining a thorough field 
experience following graduation will rank with the 
best engineers produced by any country. I sincerely 
believe, however, that if the growing needs of this 
country are to be served by Canadian engineers, an 


incentive must be provided to ensure that our young 


) 
; student engineers will take full advantage of the basic 
engineering education which they have received, by 
developing their. knowledge and skilis through actual 

field experience in their chosen branch of the 
| Engineering profession, 

The construction industry is a large and 
diversified one and it would be presumptuous of me to 
attempt to deal with all of its various phases. I have 
tried to express my opinions on certain factors which 
I feel will influence the future of the industry and 


which I. believe to be deserving of attention. In doing 


so I fully realize that there will be other matters 
affecting the future of construction in Canada, probably 
of equal or greater importance, which will undoubtedly 
be brought to your attention during the course of your 


study of this country's economic prospects. If I have 
succeeded in stimulating some thought toward the 
solution of the few problems to which I have made 
reference, I shall be deeply gratified. In conclusion, 
I wish to thank you, Mr. Gordon, and the members of 
your Commission for extending to me the privilege of 
appearing here and for the courtesies which you have 


shown me, 
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THE CHAIRMAW: :. Thank: you, very much. 
At the beginning of your submission you talk about 
shortages of reinforcing steel. How.much of the 
total requirements are produced in Canada roughly -- 
half or a quarter? 

MR, PIGGOTT: I would say not more 
than half. That is purely speculation though: 

THE CHAIRMAN: Do.you know df :there is 
capacity to produce the balance? 

MRs PIGGOTT: There isn't capacity at 
the moment to.meei the demand by many thousands. of 
tons. 

THE CHAIRMAN: From the standpoint of 
the steel companies is it’ a demand‘which they are 
afraid fluctuates from:year to year’ and is :that why 
they do not increase capacity? . 

MR... PIGGOTT: That may be the reasoning 
that they have. followed, but it is afact that we have 
been experiencing a reinforcing steel shortage with 
relatively brief intervals of respite ever since 
World War II. We have never had any extended period 
of free and easy reinforcing steel. 

- THE CHAIRMAN: As far as structural 
Steel is concerned; I suppose the variety of shapes 
and sizes and specifications would make it more 
difficult for the steel companies to provide? 

MR. PIGGOTT: Yes, I believe that the 
steel industry has thoroughly explored that matter 
and has decided that the Canadian market would never 


justify the heavy investment which would be required 
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for the rolling of those heavier shapes. 


THE CHAIRMAN: * In- reinforcing steel, 
to go back to that for a moment, what would be the 
total domestic demand ‘in dollars in a year, have you 
any idea? 

MR, PIGGOTT: I don't know, Mr. Chairman. 

THE CHAIRMAN: Now, you said quite a bit 
about the relationship between the architect and 
contractors and subcontractors and the effect which the 
present relationships have on eosts. Where is the 
point of the bottleneck? © Is it arehitécts or is it 
not as definite as that?. 

MR. PIGGOTT: It is a system, as I said, 
that was really the result of conditions obtaining 
during the depression years, which I believe I am 
correct in saying was initially sponsored by the 
architects on behalf of stibeontractors whose interest 
had been probably exploited in many instances under 
those conditions. The system has remained and 
continues to be not only a standard part of the 
tender calling documents issued by every architect, 
but that system is being further complicated by 
architects proceeding to withdraw certain important 
phases of a project from this general contract bid, 
calling tenders on it directly and then throwing it 
back in which; I am certdin I am right in saying, 
contributes very substantially to increased cost 
in contruction. det 

THE CHAIRMAN? Well, you do hear on 


occasion that the costs of construction are relatively 
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high. I don’t know what the’ comparison is but people 
who are building. buildings usually: find they arehigher 
than they formerly were. «Would a change in these 
present procedures make an appreciable difference in 
the cost, do you believe? 

MR. PIGGOTT: In my opinion yes, most 
decidedly. 

MR. GUSHUE: How should it°be brought 
about? 

| MR... PIGGOTT: Well, my formula-is merely 

a suggestion. There may he other better ones but I 
would like to see the system:revert to what it was 
before the depression years brought about that change. 
A firm of general contractors, in other words, must 
necessarily have a staff of estimators qualified to 
estimate the cost of every trade that: goes into a 
building. They submit one lump sum. price for. that 
building and they have to: stand or fall by that price. 
They do their buying on their own considered estimates 
of their subtrades to whom they are not tied at the 
time they tender. There are many things that have 
to be explored in buying an article that is complicated 
as all major subcontracts are. No one would think of 
going out and buying a half million dollar piece of 
equipment without giving it very thorough study... We 
are required to buy hundreds of thousands-ef dollars, 
in some cases millions of dollars. worth: ef subcontracts 
in a matter of a few minutes, at least committing 
ourselves to them in the.last 50 or 60 minutes before 


tender closing time, sometimes with firms whom we don't 
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even know, with no opportunity of discussing the general 
programme of construction that it is intended to follow, 
what guarantees they propose to offer, what supervision 
of staff or anything else and there is no question about 
it from a general contractor's point of view he must have 
a safety factor in there to protect himself in certain 
cases. But as far as the subcontractors are con- 
cerned they put in one price and that price is accepted 
or rejected immediately they put it in.. There is no 
opportunity to review it, no opportunity to point out 
methods by which savings might be realized. 

MR, GUSHUE: Is there an association of 
contractors throughout the country as there is of 
architects? sai 

MR. PIGGOTT: ‘Yes. Actually, it is. a 
little bit complicated in this respect, quite a bit 
complicated, in that the Canadian Construction 
Association which is the voice of the industry in 
Canada includes all branches of construction, sub- 
contractors, suppliers, manufacturers and general 
contractors and there is no separate national 
association of general contractors as such. 

THE CHAIRMAN: On that. last point, of 
course, that is why this Commission is grateful to 
people like yourself who have been willing to come 
here representing their own firms to support or 
qualified views which we expect to receive from the 
various. associations. 

MR. GUSHUE: I am just wondering where 


the remedy is. It seems to be in the hands of the 


- eved deum on wetv Yo dated 09: tt 
? ntsdaee sndigliuabeiiiin: caked ieee biel 
a ae on * 

' hoddekenalt aula hnitiieinon nie: Sale wel 2 
on et onset? at t& tuq yodt Uta themnt bed . 
ino tatoq of YinuIteggo om .SL MElVET OF we 
| thestieet eicthsaaet iichepamredia edn okt ea 

to méttslooses se stot el © :RUHAUD , Me. erat} 
“Mo ef exsdd es yidaveo edt twortguotdd aod rin0 


‘6 et tL eeibeudony’ aot: seeeeey AM» 
gid gs etiup soogest eldd mf betsoligmoo gta. 
wottouidenod asibsasd sd dedd ot botaotta 
mt yteubat sid Yo ectov-ods et roldw motysto ‘ 
=dyve ,soltvowrtanos to sedenstd [is sebulont sh; 
 fertenen bith exerutostucam ‘atetiqqua ,atos 
Ishotdsn stetsqeos on ef erent bas eroiwies nga 
«lowe eg enotoatéaoo Esteneg to aolsst nbs 
to ,tatoq taal aadd n0) ‘MAMAZAHO SHT © Se 
of Iutetstg et nolsetmmod ett wiw el sect: — 
 gmoo oF gokiiiw need ever onw Messe: oukh: ake 5 — 
7O troGqus of emttt awo afeds gnttnese qs = : 
add mort svieset of toeqxe ow doztte ewetv beLillae 


a 
-enoktstooass Bue 


etenw gninsboaow gayt ms I :30HeID . AM 


edd Ye ebned sid ab sd os empen dT | vetvegbomer sil 


- 5657 - Mr. Piggott 


industry somewhere, whether of the general contractor 
or a combination of the general contractor and the 
architect or both. ‘I. was wondering what your idea was? 

MR. PIGGOTT: Well, I would not like to 
suggest that the cure could be effected with one stroke 
of the pen. It is something that would ‘take, I believe, 
a fair period of time of intelligent discussion at the 
level of the general contractor and the architect. 

MR. STEWART : Are you general contractors 
pretty well of the same view, Mr. Piggott? 

MR. PIGGOTT: I believe so. The sub- 
contractors have several reasons for preferring the 
other system. On the one hand it certainly provides 
an opportunity for the inefficient subcontractor to 
enter the field almost on the same footing overnight 
as a firm that is well organized and of good reputation. 

MR. STEWART:: What is the procedure of 
the Public Works Department on the matter of tenders? 

MR. PIGGOTT: Public Works recognize 
the general contractors' position to the extent that 
when they call a general contract tender they include 
everything in that tender. It is not their practice 
to pull trades out of the general contract tender at 
all and I think I can safely say that general contractors 
across the country leok upon federal Public Works as 
being the most able buying agency in the country by far. 
Until a year ago federal public works did not require 
a general contractor bidding to commit himself by 
listing the names of the subcontractors to whom he 


proposed to award the work. Pressure was brought to 
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bear a little over a year ago, and, I think, effective 
January of 1955 they issued instructions with each 
tender call thereafter to the effect that the general 
contractor had to include in his tender the names of 
each subcontrator to whom he would propose awarding 
that portion of the work. As I say, that is within 
the last twelve months. Beyond that though, they 
still recognize the importance of leaving the entire 
project in one overall parcel. 

MR; STEWART; The effect of this arrange- 
ment, I suppose, is really to spread the work more 
around. I am not thinking of the Public Works but the 
total effect is in the end to spread it around more? 

MR. PIGGOTT: You mean the listing of 
names of subs? 

MR, STEWART: The listing. 

MR.. PIGGOTT:...No,.the ---- 

MR. STEWART: When this was brought in 
in the '30's that would be the purpose of Lt wouldn't it? 

MR. PIGGOTT: No, actually in the '30's 
there were many people and companies with their backs to 
the wall. A man had to get a job even if he took it at 
a loss to keep his credit and be able to draw an advance 
etcetera, and as. a result he was in a position where he 
could be taken advantage of. I think that everyone would 
agree that the market that has existed here since World 
War II bears no resemblance to the market. that existed 
in the '30's. Every industry was subject to those 
conditions in the '30's. The construction industry is 


the only one that has come out saddled with the system 
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I have described. 

MR. GRAUER: You say on page 4: 
",oo0ett also has the effect of inviting 
the operations of American organizations 
in the package deal. business." 
Is that the only place you run into competition with 
American organizations? 2 
MR; PIGGOTT;: No, but as I said in my 
concluding remarks there:are many aspects ef this field 
that I have not attempted to touch: on. However, the 
package deal type of American organization is well 
known to most general contractors throughout the country. 
There existed in the States long before any market arose 
here, firms who were set up to carry.out that type of 
operation particularly ‘all specialized forms of pre- 
forming work and. that sort of thing and they have been 
moving in here in: increasing numbers and they have been 
offering the package deal and not only in their 
specialized field but in the general building field 
as well because of the growing trend in that direction 
Which, in my opinion, has been greatly accelerated by 
the premium that is placed on the cost of these 
buildings through the system I have discussed with you. 
MR. GRAUER: That is more or less forcing 
the hands of the Canadian organization? 
MR. PIGGOIT: Yes, the Canadian contractors 
| have to come along and offer their services: in a package 
@al fashion in order to compete with the American firms 
who are moving in butalso since in removing certain works 


and calling separate tenders the architects are actually 
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performing functions that -preperly belong ‘to the 

general contractor who is staffed. and organized to 
handle that particular type of work, the general 
contractor as a matter of self-preservation is gradually 
tending to encroach on the architect's field. The 

evil in that, in my opinion, can be summarized briefly 
in this way, that. there are a number of first class 
construction companies in this country who in offering 
their services in a package deal would give the project 
concerned proper architectural treatment and better 
engineering treatment by having qualified persons on 
their staff but when you place that on a competitive 
basis you have no yardstick to measure it by. ‘You are 
competing. in design and as a. result there is no question 
there would be a lot of poor building. There are a lot 
of firms who in order to be competitive would never 
staff themselves with the type of people to do a first 
class job. 

MR. GRAUER: This is an undesirable trend 
that seems to be gaining: momentum? 

MR. PIGGOTT: It is gaining momentum 
primarily, I believe, because of the system that has 
been set up and in fact encouraged through the archi- 
tectural groups across the country. 

THE CHAIRMAN: You referred to the added 
cost which this present .system entails ‘tn construction 
work. You said it was appreciable, ‘Do you mean:in the 
order of 10 or 15: percent? 

MR.: PIGGOTT: ' Yes, sir. 

THE CHAIRMAN: cO percent? 
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MR. PIGGOTT: - No, it: is:dmpossible to 


draw four lines around:it but I would say. in most 
cases on a large building project involving any heavy 
proportion of subcontracts that the savings would be 
upward of 10 percent. 
THE CHAIRMAN: One other question: 
In order to get around this and assuming the people 
we are deananie with are well known reputable contractors, 
are they better off to charge on a cost plus basis? 
MR. PIGGOTT: No, from a point of view 
of costs generally speaking I think it cannot be 
successfully argued that a cost plus basis is more 
economical than a’ lump sum basis. The cost plus basis 
is the only way to handle a large project for which the 
drawings are not sufficiently advanced for the calling 
of lump sum tenders... They might save as much as a year 
in time by proceeding on 2 cost plus basis which is 
worth probably considerably more than the saving they 
would gain on:a lump sum contract. 
; MR. GRAUER: J was: interested in the 

figures in the first paragraph on page’ 5 dealing with 
the various provinces and their cpareheteede pissy. 
Alberta, Ontario and Quebec seem to be outstanding in 
the number of personnel in these plans. 
MR, PIGGOIT: The Quebec system is 
entirely different to the system we have.in the other 
provinces across the country and the details of that 
gstem I do not have at my finger tips but I have given 
a reference to Mr. Chutter of the Association who has 


the entire story but’ that.is the reason behind it. They 
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operate on a system which differs from ours funda- 
mentally in that for example in Ontarioeach apprentice 
is indentured, there is a contract between the boy and 
the employer for a four year period. There is an 
obligation on the part of both of them. That practice 
does not apply in Quebec and a boy serving an apprentice- 
ship there will move from employer to employer or job to 
Job with entire freedom carrying his card. 

MR, GRAUER: Do you know the story on 
Alberta? 

MR.’ PIGGOTT: No, I don't, I am sorry. 
I think the Canadian Construction Association can give 


you a complete brief on that whole story. 


THE CHAIRMAN: I thought what you have to 
say about what happened to engineering graduates was 
very interesting. I suspect it happens in some other 
industries too. 

MR. STEWART: I am-referring to page ¢c 
where you say3 

"This is probably not due to the scarcity 
of money but rather-to the fiscal policy 
on the part of the Federal Government and 
the Bank of Canada." 
The construction industry is a very large industry as 
your figures indicate and it is a ratherunstable 
industry or at least was in past experience. Have you 
any view on these sorts of regulators? 
MR. PIGGOTT: No, sir. 
MR. STEWART: You haven't?: 
MR. PIGGOTT:. No, sir. 
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THE CHAIRMAN: Well, Mr. Piggott, we 
are very grateful to you indeed and- you have certainly 
contributed a lot to the things we did not know even 
though it might take quite a while to work some of 
them out. 

MR. PIGGOTT: Thank you. 

THE CHAIRMAN: Well, Mr. McGowan, it is 
nice of you to come here. We will mark your submission 
No. 158. . 

I might say, Mr. McGowan, that when 
Mr. Grauer, Mr. Gushue and I were in Aklavik we had 
news of a white man who was mooching around the Arctic 
Circle. They thought it was a very energetic man who 
was connected with The Foundation Company. 

MR. McGOWAN: Well, Mr. Chairman and 
gentlemen, ever since we were asked to appear before 
you and express views on the probable scale and future 
of construction activity in Canada, we have been im- 
pressed by the idea that it has been decided that it 
was time to take an inventory of Canada's stock in 
trade and that to do this satisfactorily the help of 
the citizens would be enlisted to write up the inventory 
sheets. I do hope that in this we shall be expressing 
the views of the construction industry at large in 
Canada. 

We in the construction industry do believe 
that we have, in the last decade, witnessed only the 
initial development of our country's greatest construc- 
tion trend. The future development of our industry is 


of major importance to all of us and, therefore, we 
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sincerely hope that the result of your hearings will, 
insofar as our industry is concerned, succeed in 
cutting a pattern for the future generations of 
Canadian professional construction men, engineers 
and artisans. 

In submitting this brief to you, opinions 
are expressed not only on the probable scale of future 
construction developments and the part which Canadian 
construction companies should play, but also views on 
seasonal fluctuations, future construction techniques 
and materials and other points which may be of interest 
at this hearing. 

Introductions 

Taking the broad view, we might consider 
that the demand for construction services stems from 
two principal sources. The first consists of the 
service which the industry renders to public bodies, 
industry and commercial institutions requiring new 
facilities. The second type of demand for construction 
services is really through the promotion of construction 
by a company or individual for such buildings later 
offered either for sale or rent. In this case, it is 
not uncommon for the construction company to create a 
demand for its services. 

This brief will concern itself only with 
the first phase in which the construction companies are 
called upon to provide facilities for others, such as 
primary and secondary industry, public or commercial 


undertakings. 
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Canada | 

On the basis of a continuing national 

_ policy favouring immigration and trade, the future 
scale of construction should witness work developing 
over a wider area of Canada than at present. The 
volume of work will not only be greater but will also 
include large projects in a heavier proportion than 
we have currently experienced. 

A highly contributing factor will certainly 
evoive around the ability of our scientists who are only 
now embarking on the deve lopment of nuclear energy for 
electrical generation. As this should take place, we 
would hope within the next three decades to see a 

| Canadian population profitably and continually occupied 
with more hours of leisure than ever before over a much 
Wider area of our country. 

We envisage a great and growing demand 
for the products of our mines, our oil and gas wells, 
and our forests. We would believe that Canadians would 
want to invest more than ever in the future of their 
country, for we shall see coupled to primary industry 
in these fields a healthy secondary industry well 
decentralized and well diversified. These demands will 
have to be adequately served by the construction forces 
of the future. 

Heavy construction services, termed as such 
to separate them from building construction activities, 
Will be required for primary industries, mainly in the 


provinces of Alberta, Saskatchewan and Newfoundland, 
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as well as the Northwest Territories rather than see 
them limited, as they are today, to the provinces of 
British Columbia, Ontario and Quebec. 

As we would envisage the future of the 
construction industry in Canada, a great assortment 
of construction facilities will be required, if only 
commencing with adequate dockage for ocean draught 
shipping in the St. Lawrence Waterway to pipe lines, 
toll highways and airports in the various provinces 
from coast to coast. 
The Probable Share of Contracts which Canadian Firms 
are likely to obtain in the Future 

Unless the Canadian construction companies 
enlist the co-operation and confidence of Canadian 
industry and the co-operation of our universities to 
teach men construction in more of its phases than is 
being done today, the chances of Canadian firms 
obtaining a fair share of the future volume of business 
in the expanding economy of a growing industrial nation 
are going to be slim. 

Canadian construction companies have come 
a long way, but there is still a long way to go. No 
Canadian wants to be a second-class North American, 
least of all the Canadian contractor who is plagued 
by more foreign competition than probably the contractor 
of any other country in the British Commonwealth of 
Nations today and is doing his utmost to hold his own 
in domestic business. 

To obtain a fair share of business at 


home, the Canadian construction company will have to 
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develop more specialists within its industry beginning 
with those who will thoroughly understand the com- 
plexities of the soils on which structures are to be 
founded to those who will raise structures and assemble 
the equipment required for the complete chemical or 
metallurg{eml processes of heavy industry. 

Of course, to do this, the Canadian pur- 
chaser will have to develop confidence in Canadian 
construction firms who in turn will depend more than — 
ever on the teams of engineers educated in our 
universities. 

It may be appropriate at this time to 
mention that the industry suffers from a disability 
which it would like to cure, and we would refer to 
the inequitable duty which now prevails on imported 
construction plant. There is plant owned by foreign 
construction companies entering this country today 
at a duty of one-sixtieth per month of the duty 
otherwise payable, on the assessed value of this 
imported plant at the time of entry. The Canadian 
contractor in competition with a foreign contractor 
on domestic business generally finds himself at a 
great disadvantage considering that his plant deprecia- 
tion can make up as much as one-third the cost of a 
project. 

Another disability, slight as it may 
appear, has to do with air travel on domestic lines. 
Quite often we find that it is not possible to obtain 
air transportation. for long trips at the time that the 


Spot decision is made that a visit to a construction 


wicaieity 8. mor? ereYwe vxteubal ond dartd s 
od meter bivow oy bas vou of eR Bivom a bs 
beduoquk ng ellaverg won stotdw vvh winaiatadiie: 
nates? yd beawe #asiq at.eved? .doslq nottout 
wabot yisaves. anes patiodae astasqmes ols | 
vtub esid- to Minom seq dtgetéxte-eno to ‘wut 0 | 
ats? o.euley beesseen sit ao .sldaysq sat aig 
netbansd oct wage to emkt odd te gnsliq bs LOK all 
nod patties nyterot s dilw gofdidgegmes af arrose 
} s 36 ifsantd ahatt Uists m3 esonteud ofs ae : O 
-stosigeb tuaiqa etd dedd gatuebtanoo sgetasvbsetb ey 
8 10 taeo ond bridt-seow es foum as qu evsm aso 028 
any te oe 
yan tt as agile wyeiLidasth. tesizonéA A, 
-penki obfaemb so Levert tia dtiw ob od, asd rseq *. 
nistdo ot sidieaog Jom of wt tacts batt ow astio st ive 
att teuds emit sf¢ te sqitt gnol wt pp lpassoqanars 1289 


HOLsowusessoe 6 of tiety 4 tedd sbem et notetosh Joqa 


- 5668 - Me. MeGowan 


al 


site is of first importance. 


Taking a realistic view of these various 
factors, Canadian construction companies should, in 
the future, obtain their fair share of domestic business 
providing that the presently unfavourable factors are 
removed. 

The Probable Effects of New Construction Techniques 

The North American pattern ef construction 
is pretty well defined for Canada as it is for our 
neighbours to ts south. We would believe that in the 
main new techniques will center around mechanized 
plant and the overcoming of winter conditions. 

As to mecahnized construction: plant, 
practically all of it has to be imported and generally 
by the time it arrives in Canada it has been tried out 
elsewhere. The Canadian operator by no means suffers 
by comparison with any other operator in his initiative 
and control of equipment, and we see no reason why 
this should not continue to be so. 

As to the technigue of operating under 
winter conditions, Canadian construction companies 
are leading the world. We see no reason why this 
situation should not remain a favourable one for 
Canadian construction companies. In the case of our 
Company, we are this winter employing construction 
men gainfully in nine out of our ten provinces as 
well as in the Northwest Territories from the 42nd 
parallel to the north of the 70th and we are experien- 
cing no serious manpower shortages far away from base 


and difficult as the job may be. You may be astonished 
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to know that to operate under hard winter conditions 
and to make a start on a project in an inaccessible 
site, we will not only drop our heavy equipment, fuel 
and ljubricants by parachute, but we will aiso drop our 
men and supplies by parachute. 
The Probable Effect of New Structural Materials in the 
Construction Industry 

New materials have too slowly found their 
way into the construction industry. We are still 
building with concrete and steel, brick and stone, tile 
and wood, paint and plaster, etcetera, However, old 
materials seem to find their way in new forms. We would 
visualize that if a strong effort is made to avoid 


seasonal fluctuations that building construction of the 


future would find itself in a trend to create off-site 


employment and certainly improve field preduction and 
possibly field costs. Roads and dams, buildings and 
docks are still built to order, and still have to meet 
not only field conditions, but also the requirements 
of the buyer and the critical eye of the designer. 
Fluctuations of this kind in the dbasueea- 
tion industry will certainly be overcome in the future, 
All that it requires is the team approach between the 
Owner, designer and contractor. To simplify our views 
in this, let us say that construction which is to take 
place, for example in the far north, is designed to be 
constructed in the far north. The same thing can be 
done for building construction which will take place 


in our Canadian towns and cities. Canadian construction 
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companies have proven that they can work in any season 
of the year, but very definitely teday's costs will be 
minimized in the future by the proper selection of a 
design and the proper selection of materials to be 
incorporated into the design. Much more co-operation 
will be required between the three principal parties 
than has been evidenced in the past. We believe that 
where all factors are met squarely at the onset of a 
project, the industry's overall efficiency could be 
inireased and that such avoidance of seasonal fluctua- 
tions would in the overall benefit the industry as a 
whole. 

THE CHAIRMAN: Thank you, Mr. McGowan. 

MR. STEWART: On the matter of seasonal 
fluctuations it is interesting to have this optimistic 
view but in the cities there is some inevitable cost, 
is there not, in adjusting to continuous production 
through the year? 

MR, McGOWAN: I missed the question. 

MR. STEWART: In the cities, is it 
possible to even out the activity in the construction 
business during the year? . 

MR, McGOWAN: It is if designed to adapt 
to meet the conditions. 

MR. STEWART: Perhaps you could help me 
if you could give me an illustration. 

MR. McGOWAN: Well, for example, if a 
building could be successfully built in cut stone in 
the summer time it does not necessarily mean that it 


could be built successfully in cut stone in the winter 
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time. Therefore, another matérial should be investigated 
that would compare in cost and avoid the penalty of 
providing a material which is suitable for summer con- 
struction and trying to use it in the winter. 

MR. STEWART: What about the human material 
that is working? 

MR. McGOWAN: Well, they freeze. 

MR. STEWART: You have put it very squarely 
up to the universities to turn out more and better 
equipped engineers for this business. Have you any 
Suggestion that would help us te do this, to meet your 
needs? 

MR. McGOWAN: Well, we find that engineers 
have to be trained all over again when they come into 
construction. Under proper guidance they handle 
instruments properly in the field and lines and levels . 
are a big thing, but that is not the end of construction. 
That is only the beginning and vw would like to see men 
trained on the basis of the accounting end of construc- 
tion. We would like engineers to realize that there is 
mich a thing as accounts in construction. He has to be 
able to de-cut a little which is very difficult to do 
with an engineer for the first three years, 

THE CHAIRMAN: Do you limit it to three 
years, Mr. McGowan? 

MR. McGOWAN: Only three years. We like 
them to know something about accounting because if they 
are to advance and progress in an organization they have 


to be conscious of cost and therefore they should know 


how those costs are arrived at and so on. 
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es MR. STEWART: All my people tell me is 
that there is no time in four years to put anything 
else in. 

MR. McGOWANs Well, possibly our industry 
should help our universities more than they have, but 
as we have mentioned in our brief, the Canadian construc- 
tion companies have come a long way but we still have a 
long way to go. Do I answer your question? 

MR. STEWART: Yes. 

MR. GRAUER: At the bottom of page 4 and 
the top of page 5 where you refer to the “inequitable 
duty which now prevails on imported construction plant” 

I just wanted to. be sure of how that works. This is the 
type of plant thatthe Canadian companies would be 
importing themselves on which they originally had to pay 
( duty? 

MR. McGOWAN: Yes, the plant that we import 
ourselves is dutiable at: various rates. The same type 
of plant can be imported by a foreign contractor pro- 
viding there is no machine of a similar type already in 
| Canada and free to work and the rule is that it is imported 
at the duty of one-sixtieth of the duty which would be 
assessed on its value at the time of entry. For example, 
if it is a piece of equipment worth $75,000, depreciated 
$25,000 so that the duty would be assessed at say 20 
percent of $50,000, it would be $10,000 and that $10,000 
would be paid over a period of five years at the rate 
of one percent per month. 

MR. GRAUBR: Well, if the machine were 


taken out of the country again at the end of 12 months? 
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MR. McGOWAN: The duty ceases. You could 
say it has remained here for twelve-sixtieths. 

MR. GRAUER: And that has a fairly wide- 
spread effect, has 1t? 

MR. McGOWAN: Well, it has had this 
effect, that it has deprived the Canadian construction 
company from competing successfully on projects of 
that kind that require a lot of equipment. 

MR. GRAUER: But I understood you to say 
if there was a machine of that type that was available 
for the job that would not apply? 

MR. McGOWAN: Very seldom is. ; 

MR. GRAUER: On page 7 in talking about 
seasonal fluctuations you point to a trend as being 
desirable to create off-site employment. Does that 
mean allocating the material away from the job? 

MR. McGOWAN: Certain elements, yes. 

MR. GRAUER: You think there are good 
possibilities for that type of thing? 

MR. McGOWAN: I think so. | . 

THE CHAIRMAN: Well, thank you very much, 
Mr. McGowan. ‘It is nice to see you and we are very 
grateful to you. 

The next submission we will mark 
Exhibit 159. 

I should perhaps explain before my 
colleagues start asking Mr. Gross too many searching 
Questions about the building materials field, until 
just a few months ago he was the head of Anglin-Norcross 


and in the same league as Mr. Piggott and Mr. McGowan. 
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What did you think of their submissions, Mr. Gross? 

MR. GROSS: Very good. 

THE CHAIRMAN: Would you care to just 
begin? 

MR. GROSS: I have begun with:a brief 
explanation of Gypsum, Lime and Alabastine Limited 
because there are a lot of people not familiar with 
this company. 

In response to the invitation to appear 
before the Commission we present the following 
information. 

1. Gyppum, Lime and Alabastine, Canada, 
Limited, is a Canadian Company, operated in Canada by 
Canadians with no affiliations outside of this country. 
The Company is a producer of Sree eatiie minerals 
obtaining limestone and gypsum rock from mines and 
Quarries and processing these and other basic raw 
materials into a' large range of products. These 
materials and finished products are heavy and bulky 
in relation to their value consequently the cost of 
transportation is a major factor in determining the 
distance they may be economically shipped. For this 
reason the Company operates 18 plants across Canada, 
each strategically located as to raw material supply 
and a market for the goods manufactured. Among the 
basic products produced are the following: Gyproc 
plaster boards; plastering materials; Gyproc Mineral 
Wool Insulation; industrial and building lime; water 
paints, etcetera. 


2. Distribution is made through some 
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2500 retail builders' supply dealers located in almost 
every community of any size across Canada. Each 
dealer is called upon regularly by one of the Company's 
salesmen. Since its origin in Paris, Ontario, 70 years 
ago, the Company has continuously expanded to meet the 
demand of Canadian industry. 

3. The invitation requesting an 
appearance before you expresses a desire on views on 
the probable development in the building products 
industry over the next two or three decades, as well 
as a comparison of the costs of production in the 
United States and Canada. As Gypsum, Lime and 
Alabastine, Canada, Limited is a Canadian Company 
with no affiliations in the United States we are 
unable to give the comparison requested. We believe, 
however, that due to the following reasons United 
States production costs must be lower than Canadian 
production costs: 

(a) Individual United States plants are 
designed to produce a much larger volume than Canadian 
plants. 

(b) The lower cost of plant equipment 
and construction in the United States will reduce 
capital charges. : 

(c) Fuel costs are lower in the United 
States and climatic conditions more favourable. 
| 4, The size of future markets for our 
products in Canada will be more than doubled in the 
next 25 years. This increase will be brought about 


by the increase of population and by the rising standard 
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of living. 

5. There will be developments in new 
construction materials. Improvements being developed 
by our Research Department in gypsum and lime products 
will extend their general use. Export of our products 
has never been a large factor in our business, 
excepting for a specific product in one area where we 
anticipate an increasing demand. Based on present 
dollar values, Capital Expenditures will be made over 
the next twenty-five years in the amount of thirty 
million dollars in order to maintain our capacity at 
a sufficient level to meet the demand. 

6. Employment in our industry will be 
affected by continually rising labour costs and constant 
efforts oak made to mechanize our production in order 
to maintain the price to the consumer. We believe 
that the actual number of employees will be maintained 
as our plants expand, but mechanization will enable us 
to produce more goods per employee. 

These remarks, reply to the points raised 
in your invitation to appear before you. 

THE CHAIRMAN: Thank you, Mr. Gross. 

MR. GUSHUE: Just one question, Mr. Gross. 
I take it the lower labour costs in Canada would offset 
to some extent (a), (b) and (c) you mention on page 2? 

MR. GROSS:. I have not the exact figures 
but the labour costs are only slightly less in Canada. 
We cannot get the figures but from one plant we are 
familiar with in the States we were quite surprised 


to find that their wage rates were not dissimilar to 
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our own. 


THE CHAIRMAN: What material does your 
company produce and sell? 
MR. GROSS: Gypsum products. Gypsum 
board is used as dry wall construction, as well as 
lath, for plastering material for plastering a room 
and industrial lime which goes to paper mills and 
steel companies. 
MR. GUSHUE: Have you got plants in 
every province? I note you say you have 18 plants 
across Canada? 
MR. GROSS: We have properties but we 
are not operating them in the Maritimes. We have a 
plant in Quebec, a. plant in Ontario, plants in Manitoba, 
none in Saskatchewan. 
THE CHAIRMAN: Thank you very much. 
We have one more submission this afternoon, 
Mr. Klager of Dominion Woollens and Worsteds Limited. 
Mr. Klager, we will mark your submission 160 and if 
you would like to proceed with it. 
MR. KLAGER: With your permission, sir, 
I would like to read the brief and after reading it 
make two or three comments enlarging on one or two of 
the statements I have made. 
THE CHAIRMAN: Fine. 
MR. KLAGER: The Primary Textiles Institute 
is planning to present a brief to the Royal Commission 
on Canada's Economic Prospects at the time of your 
hearing in Montreal in February. That brief will 


cover the position of the textile industry as a whole, 
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of which the woollen and worsted industry is an 
important part. 

In view of this I propose to concentrate 
my remarks on a few of the basic problems faced by 
the Canadian manufacturers of woollen and worsted 
cloth. In order to support my remarks I will refer 
to the operations of Dominion Woollens and Worsteds, 
Limited, the company with which I am associated, 

This company belongs to the Woollen and Worsted 
branch of the Textile Industry. 

Our raw material is wool and wool tops, 

a sterling product bought principally from Great 
Britain, and synthetic fibres which are primarily 
of Canadian origin. 

| Our Mill at Hespeler, Ontario, performs 
all operations in the manufacture of woollen and worsted 
cloth, namely; combing, spinning the yarns, weaving, 
dyeing and finishing the cloth ready for the clothing 
manufacturer. Hand knitting yarns are also manufactured 
at that Mill. 

Our Mill at Peterborough, Ontario, performs 
all operations in the manufacture of worsted and other 
yarns for the weaving and machine knitting trades. 

The industry in general, is a complex 
one, and, in Canada, there are mills that weave cloth 
only, import or purchase yarn from other mills they 
may or may not control and have their fabrics dyed and/ 
or finished by other mills which. they also may or may . 
not control. 


The tendency during the war and the post 
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war period, up to the time of devaluation of sterling 
(1949), due to the difficulty of obtaining yarn from 
other countries, was for weaving mills to install 
their own worsted spinning equipment. This tendency 
has been sound, in my opinion, as it is not wise for 
Canada to depend on imported yarn for the production 
of cloth. 

The next remark I make here, gentlemen, 
I am speaking in a broad manner. 

I believe that one of the biggest 
problems we, as Canadians, are faced with in the next 
two or three decades is in overcoming our inferiority 
complex -- particularly as it applies to the lack of 
pride we have in the label "Made in Canada". 

Ask the Englishmen, the Germans, the Swiss 
or the Americans about any product they manufacture 
and without hesitation each will tell you it is the 
best in the world,! 

Why don't we, as Canadians, feel the same 
way? Is it because many of us unconsciously still 
think of our country as a "colony", incapable of 
producing quality manufactured products? 

Perhaps the following quotations will 
indicate the fallacy of this point of view. The 
National Wool Textile Export Corp. of Bradford spon- 
sored a Wool Textile Mission to the Canadian market 
and they issued a report in October 1948. They said: 

"It would, however, be foolish to 
become in any way complacent, as the 


Mission had opportunities of examining 
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"fancy worsteds, gabardines and tropicals 

made in Canadian mills, which were really 

thoroughly good productions as regards 

quality, style and finish. Nevertheless, 

the fact that a fabric is'‘of British 

origin still gives it a definite advantage." 
They selected the cloths which are the most difficult 
to make, on which to base their judgment of Canadian 
quality; they found they were good, and that theirs 
were only preferred because they were "British". At 
another point in their report it is stated: 

"We have abundant evidence of the advances 

which have been made by Canadian woollen 

and worsted mills, not only as regards 

quality and finish, but also in attractive- 

ness of design and colouring." 

Canadian pride in the label "Made in Canada" 
can and must be accomplished. . 

We, as Canadians, are proud of our ability 
to supply other countries with our agricultural products 
-- our natural resources det timber, minerals, etcetera, 
and rightly so. We know they are the best. But too 
often we feel the imported label on a manufactured 
product means a product superior to that manufactured | 
in Canada, with the exception of such articles as cars, 
refrigerators, stoves, television sets, etcetera. 

But let us look closely at these exceptions. In many 
cases they are made by Canadian companies who carry 
the United States parent company's name and are built 


to their blueprints, and backed by their advertising. 
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; As we look to the future we feel confident 
that this lack of pride which we Canadians have towards 
"Made in Canada" goods, can and must be corrected. The 
only way this can be achieved is for efficiently 
operated Canadian mills to be allowed to compete on 
equal terms with imported products. 

Import competition faced by the woollen 
and worsted branch of the industry is largely from 
the United Kingdom. JI am speaking of woven fabric. 
In making a comparison of costs of production we must 
look at the Canadian manufactured cost as against 
the laid down freight and duty paid cost of the same 
article manufactured in Great Britain. 

Raw material costs for a worsted or 
woollen fabric are basically the same for Canadian 
and United Kingdom mills but there is a slight advan- 
tage in Great Britain's favour, They have access to 
a broad spot market for their raw and partly manu- 
factured materials, which, we believe, enables them 
to make purchases on more favourable terms. 

The main problem facing the Canadian 
industry is the large difference in conversion costs 
-"Labour and Overhead" - the greater part of which 
is labour. At this point I must emphasize that from 
the long-term standpoint, the total difference in 
conversion costs is directly related to the difference 
in wage rates per hour. Average hourly wage rates 
| paid in Dominion Woollens and Worsteds, Limited and 
_ the average hourly rates paid in other cloth mills 


in Canada are approximately the same, and, according 
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to the latest figures available these are 2$ times 
greater than those paid per hour in Great Britain. 
Therefore, if we assume equal productivity in both 
countries the labour conversion cost of manufacturing 
cloth in Canada is approximately 2$ times the cost 

of manufacturing the same article in Great Britain, 
as long as this ratio exists. 

We further express the opinion that 
this spread will not narrow unless the value of the 
pound sterling improves in relation to our dollar. 
Overhead or burden expense, as a part 
of conversion cost, also bears the same approximate 
relation to the differential in wage rates per hour. 
While there are slight variations, we cam assume 

that these offset one another. For example, buildings 
in Canada cost more to construct, to heat and to 
humidify, because of our climate. On the other hand, 
in Britain, items such as power and electricity are 
more costly. 

Numerous sets of figures can be produced 
showing up-to-date cost comparisons, Which in turn 
could become obsolete within a relatively short 

‘ period due to technological changes, introduction | 
of new equipment, changes in work loads end methods , 
etcetera. Great Britain and Canada have access to 
the same, or comparable, automatic equipment. They 
have access to the same technological knowledge. 
‘There are no manufacturing secrets. Any higher 


productivity that Canada may have through the use of 


greater percentage of automatic eguipment can be 
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| completely lost within the next few years. This 


a 


again emphasizes that the long range cost comparison 
must be the hourly wage rate differential. 

Let us look at what has happened to 
hourly wage rates and tariff rates during the period 


2959 to 1955. 


Average Hourly Earnings - Wool Textiles 


1 ce CAI CAL A A A OE CE ROT NA CEN ON 


1939 1955 
I 
pence cents pence cents Increase 
Canada a5.0 . 104.6 209% 
Great Britain 12.0 Coie kL 58.0 43.7 89% 


EB Sterling Exchange 
Rates Used $4.61 $2.76 


sources - United Kingdom Ministry of Labour Gazette, 
Dominion Bureau of Statistics. 


7 I would like to draw to your attention 
| the fact that in both cases the wage rates in Canada 
| and Great Britain increased approximately three times 
7 but when we apply the exchange rate of $4.61 which 
. applied in 19359 as against $2.76 that applies in 1955 
| we find that the increase in rate in Canada has gone 


up 209 percent in Canadian funds and in Canadian- 


funds the rate in Great Britain has gone up 89 percent. 
During the same period the British 
preferential tariff rate on wool clioth has dropped 
from 29 percent in 1939 to about 15 percent, due 
“almost entirely to an out-dated form of tariff 
structure. Canada with relatively high costs has 
about the lowest textile tariffs in the world. It is 
a@lso significant that many other countries have quota 


and currency restrictions which are additional to 
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tariffs in controlling imports into their markets. 
While we are not in favour of placing restrictions 
on imports , we do ask that we be allowed to compete 
on equal terms with imported fabrics in our own home 
market. | 

The above data indicates why it is 
impossible today for Canadian mills to manufacture 
wool cloth at the price the same fabric can be manu-_ 
factured for in Great Britain and laid down in Canada 
™ freight and duty paid. 

In the case of Dominion Woollens & Worsteds 
Limited our buildings, while not of the one story 
modern type, have been well maintained and are satis- 
factory for economical production. 

. Basically we are a fancy yarn dye mixture 
mill. Our equipment has been completely rehabilitated 
where it suffered from severe stress and strain during 
the war period (1939-1945) when operated continuously 
from midnight Sunday to midnight Saturday. To the 
extent of our resources we have installed the most 
modern and efficient type of equipment available where 
economic advantages were apparent from so.doing. We 
have exercised great ingenuity in improvising and 
adopting new methods and, in fact, developed many of 
these ourselves, Our capital expenditures during the 
post war period have not been for the purpose of : 
increasing our overall output but rather for the purpose 
of improving quality or reducing cost. 

The types of woollen and worsted suitings, 


in a large variety of design and colour, which 
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constituted our principal production, whether all-wool 
or blends of wool and synthetics, are those used by 

the cutting-up trade in the production of clothing for 
popular use and are equal in quality and design to those 
imported. We specialized on these fabrics as a result 
of our success in the prewar and immediate post war 
periods, supplying our customers with their requirements 
of standard and exclusive designs, colours or qualities. 

In the period 1942 to 1949 (8 years) we 
made in excess of five million square yards of these 
exclusive designs for ten of the most important clothing 
manufacturers in Canada. Following devaluation and as 
a result of the inadequate tariff structure, this 
business terminated abruptly. We have been forced out 
of this mitene’ by te Btcea (Mgrs from the United 
Kingdom. 

In an endeavour to permanently establish 
ourselves in this field we had a colour and sound film 
produced, one of the first textile industrials, 
depicting the process of manufacturing woollen and 
worsted cloth, from raw wool to the fully manufactured 
cloth ready for the clothing manufacturer, This was 
shown from coast to coast to retail clothing outlets, 
in the years 1946-1947, along with samples of cloth 
we manufactured. This effort did not correct the 
situation and to a large extent our fabrics, in suits, 
continued to be described as "imported." 

Our company has been most aggressive in 
diversifying our end products. We have added to our 


lines the production of many types of industrial fabrics 
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and automotive upholstery and have been most diligent 

in incorporating the new synthetic fibres in these and 

our apparel lines. Along with other Canadian companies 

we have jointly exhibited our products from coast to 

coast in the form of fashion shows and fabric displays. 

. We have tried constantly to find export markets, 

| without success. In spite of these efforts we have 

| only succeeded in replacing a small part of the production 
we have lost to low cost imports from English mills. 

This has been a major factor in impairing the financial 


position of our company. 


a a eae 


At December 31, 1948, the position of 
Dominion Woollens & Worsteds, Limited, was as follows; 
Earned Surplus Account | $1,039,518 


Working Capital - (After deducting 
from Inventories the provision 
of $1,110,000 that had been made 
for future decline in Inventory 


values ) 1,261,506 


By December 31, 1954, this position had been 
seriously impaired and was as follows: Be 
Deficit Account $ 410,067 
Working Capital Deficit ee et 381, 836 
~The serious financial position of the 
Company is apparent in these figures. That position 
can be attributed, &imost entirely, GO| 
ae. (1) Devaluation of the pound sterling in 
1949, | eh 
(2) The sharp rise and drastic decline 
in wool prices in 1950 and 1951, _ 
‘ (3) The continuing and increasingly severe 


~ 


low cost competition with which we have been faced, 
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particularly since 1951. 

. There was 2 very large and rapid increase 
in wool prices followed by a severe drop in the primary 
markets between the end ef 1949 and September 1951. 

This can best be illustrated by taking as an example 
a typical wool top of 64's quality. The price of 
this rose from 12s pence per pound at the end of 1949 
to 550 pence per pound in March i951. There was then 
a very rapid decline of 230 pence per pound down to 
120 pence per pound in the same year. The ruinous 
and far reaching effect of such a decline can be readily 
seen when it is kept in mind that at the end of 1950 
our inventories had a value of $4,500,000. By the 
end of 1951 our provision of $1,110,000 for future 
decline in inventory values had been entirely exhausted. 
In the case of Dominion Woollens & Worsteds, 

Limited, which performs the whole series of manufacturing 
operations from the raw wool through to the dyed and 
finished cloth, inventories were of necessity much 
larger than those of companies who do not perform all 
of these operations, Consequently our inventory losses _ 
were much larger than for the majority of our competitors, 
who perform only one or several of the operations that 
our Company performs. i 

. Repeated attempts have been made by our 
Company and the Canadian Industry, to permit the 
establishment of a provision for future inventory price 
declines on a "deferred tax" basis, knowing that a. 
decline would be inevitable. The attemps were unsuccess- 


ful and we were required to pay income taxes totalling 
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$369,000 on such provisions: which had been made in 
1947 and 1948. 

Since these losses in inventories were 
taken, and altogether apart from them, there has been 
a further worsening of the position both in our own 
company and in the wool cloth industry at large. 

We would refer you to the report of the Tariff Board 
made in February, 1955 on the Wool.Cloth Industry. - 
The losses,.before income taxes, suffered by the mills 
studied by the Board (23 in number, I believe) for the 
years 1951 to 1954 inclusive, amounted to $5,886,000. 

The same Tariff Board report indicates 
that for the’ same group of Companies the capital 
resources were seriously reduced. from $11.9 million 
to $5.6 million, or by more than‘half during..the years 
29Sih7" 2952 sand v1955..°¢.It also indicates that there was 
a further impairment in the year’ 1954, 

The trend of employment at our Hespeler 


mill and its burling and mending branches has been as 


follows: 
Year - Total 
1947 , 1,275 
1948 = 1,545 
1949. ~ by3s7z 
1950. = 1,090 


1955 (Dec.) $52 | 
It is important to note that out of those 


present ly employed at our Hespeler Mill, 202 own or are 


_ buying their homes. 
The 7:-burling and mending branches which 
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were operated by our Company in various towns in Ontario 
and at times employed: as many.as 165 persons, have all 
been closed down. 

The large reduction in employment has been 
brought about by our Company being forced.almost entirely 
out of the fancy dyed mixture business by low cost 
imports from the United Kingdom. 

If the present faulty. tariff structure is 
permitted to-continue it is difficult to foresee profit- 
able future operations for the Wool Cloth Branch of the 
Textile Industry in Canada. For a number.of years past, 
the Canadian government has assumed the role of setting 
an example to the rest of the world in the freeing of 
trade and it would appear that .in the pursuit of this 
objective, the domestic Wool Cloth Industry is to be 
regarded as expandable. 

No amount of efficiency and expenditure 
of money on the part of the Canadian Wool Cloth Industry 
can permanently overcome. the differential between our 
production costs and the laid down costs in Canada of 
imports from the United Kingdom. Since the Canadian 
industry operates in a high. cost economy. it has been 
severely squeezed between rising costs of wages and 
overhead expenses and declining tariff rates. 

In your letter asking me to appear before 
this Commission you suggested I comment on the following: 

1. Are.relative costs likely to change 
in the future? 

@. Growth of.the domestic market. 


3. frend of Canadian:and Foreign Wage Rates. 
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4, Continued technological progress 
in Canada and other countries. 

5. The possibility of the industry 
improving its competitive position by increased 
Re production: and by improvements 
in the present system of ar ey ae 

These questions have been covered in 
the brief which will be presented to the Commission 
by the Primary Textiles Institute. In view of this 
I do not propose taking up the Commission's time 
with any further comments on these points. 

We believe that our branch of sa acd 
has an essential place in the development of a sound 
Canadian economy, making , as it does, basic fabrics 
used by the manufacturers of clothing, also an essential 
industry. 

We have come to the conclusion that under 
present tariff rates it is impossible to manufacture 
woollen and worsted fabrics in Canada on a profitable 
basis and we feel sure that other mills are having a 
Similar experience. 

We are therefore turning away as rapidly 
as possible from this phase of our business to the 
production of industrial fabrics. 

Unless some change in the tariff structure 
is made, the end result will be that Canada, located in 
@ northern climate, within a few years will be almost 
wholly dependent upon overseas imports for woollen and 
worsted fabrics. The serious, effect that this will have 


on the Canadian economy cannot be over-emphasized. 
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Gentlemen, if you don't mind referring to 
the brief again, on page 2, the second paragraph. I am 
not suggesting when I talk about the end products that 
‘are made in Canada that all end products should be made. 
There are articles where the consumption is small and 
the set-up costs are high and I appreciate that that 
sort of thing must be imported for the time being. 

But the bulk of textile products both woollens and 
worsteds are not in this class. Textile equipment 
will produce a wide range of fabric, coarse and fine, 
using synthetics or wool blended with synthetics. I 
also mention somewhat later on page 3 the effect of 
the high conversion, quoting a Hrpieat example might 
be the suit I am wearing. It is a 10 ounce worsted. 
It is made of terylene, 35 percent and wool 65 percent 
and the cost of manufacturing a yard of this fabric 
is approximately $3.05 of which $1.33 is labour which 
is 44 percent. Materials are $1.12, 36 percent, and 
the overhead 60 cents, 20 percent. 

I have made a rather strong statement in 
there that our problem in the industry is due almost 
entirely to eeateda forms of tariff structure. 
Briefly I will outline that. It is covered in greater 
detail in the Primary brief but in 1935 the compound 
rates of duty were set on’ a ceiling of 65 cents per 
pound which were set at this time to provide the + 
maximum duty on imports of high-priced specialty goods. 
For example, cloth for the’ regular apparel trade was ; 
selling for approximately $1.00 per yard at that time. 
It is estimated that in 1935 not more than ) percent 


of imports were subject to the maximum duty. With the 
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passing of time and due to the increases of raw 
materials and conversion costs that have taken place, 
the maximum duty incidentally in 1937 having been 
reduced to 50 cents per pound instead of 65 cents, 
this 50 cents per pound has become the effective rate 
of duty on almost all imports. A provision that was 
designed for one purpose, 20 years go, is now serving 
an entirely different purpose that was never intended. 
Instead of levying an average rate of duty of el percent 
on all fabrics, low and high price, we are actually 
averaging 15 percent and.on worsted fabrics which 
happens to be our basic end product at Dominion Woollens 
it is even lower, even at 21 percent it is low when . 
compared with any other country with a textile industry. 
Those details will come out in the hearing in Montreal. 

Incidentally, my job is running a mill 
and I know that the tariff is not adequate. I feel 
that the setting of tariff rates is the responsibility 
of the government and this required a great deal of 
study and I am sure that the wool cloth division of 
the Primary Textile Industry would be pleased to submit 
their views on this matter if you so desire. 

I think possibly I should clarify a point 
On page 5 where I mention the extent of our resources, 
in the fourth paragraph. We have installed the most 
modern and efficient type of equipment. Since 1945 | 
up to date we have spent over $1 million on buildings, 
machinery and equipment. Buildings represent $132,000, 
machinery and equipment $924,000. I mention that in 
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due to lack of machinery. Our machinery is fully 
comparable with mills of a similar type I visited 
when I was in England in 1948 and 1950. We can 
compete as far as machinery is concerned. In fact 
our productivity is on the whole better than English 
milis. If not, we would not be here today, but it is 
not sufficiently high to offset the difference in wage 
rates. 

Now, sterling was devalued in 1949. When 
I was in England in 1950 I spent some time studying the 
industry and I found that we could take and rent a 
place in England, take over a designing staff, purchase 
our raw material in England and then have all processing 
dne of a kind such as we are doing here -- recombing 
of the top, spinning of the yarn, winding, warping the 
yarn, weaving the yarn, dyeing and finishing the fabric 
and we could lay that fabric, an identical fabric that 
we could make in Hespeler, we could lay that fabric 
down in Hespeler, freight and duty paid at somewhere 
between 4 cents and 5 cents a pound less than it cost 
to manufacture the same article in Hespeler. I know 
that has been the condition with other mills as well. 

The point can be shown that we still 
retain about 60 percent of the Canadian market. It is 
a case of retaining that 60 percent where the problem 
arises. We must compete in the case of fabrics sold 
in Canada by Great Britain. But we cannot meet that 
cost as I have mentioned:and described. The question 
could come up in connection with exclusive designs 
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roughly 600 yards. That is what we would class as a 
good economical warp. Using 33 yards per suit, that 
would mean from an exclusive standpoint that 170 suits 
of that type would be made for all of Canada. Now, I 
do appreciate that there are exclusive patterns that 
170 suits in Canada would be too many of, but basically 
the Canadian industry can give exclusiveness of design. 

I might say that no industry can continue 
to operate at a loss and as no action has been taken by 
the government to correct this situation in spite of 
facts having been made abundantly clear, we feel that 
the possible future of the textile industry looks very 
grim. I have outlined that as you can see, on page 8: 
We claim that -- : ‘ 

"The domestic wool cloth industry is to be 
regarded as expendable." 

That is in the second last paragraph. 

. Another very serious aspect, if I might 
say, of our industry is if and when conditions under 
which the industry in Britain operates deteriorate, 
their profit margins shrink id See Go sacontlie wan blanc 
liquidation of the whole industry in Canada to my mind 
would occur unless there is an overall upward revision 
in the tariff structure. 

I have carried on at quite a length. 
I think possibly I shall Stop. | | 

THE CHAIRMAN: Thank you, Mr. Klager. 

MR. GRAUER: Mr. Klager, I think you have 
made your position very clear. This inability to 


compete because of the fluctuations of the pound and 
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the increase in wage rates and the abnormally low 
tariff rates, that extends over the synthetics too, 
does it? / 

MR. KLAGER: I can't say that. I am 
only speaking for the Woollens and Worsteds end of 
the business. England, as far as we are concerned, 
do not import a large volume of fancy yarn, dye 
mixtures and make synthetics in the Woollen and Worsted 
mills there. There are large quantities that come in 
but not for the Woollen and Worsted mills. 

MR. GRAUER: In industrial fabrics, fae 
large a field is that? Are there great possibilities 
there for you or is that a restricted field? 

MR. KLAGER: It is limited to an extent 
in that much of the work that we have done is different. 
We find that by. the use of synthetics, for instance, if 
we were to take dry. type top: felting or wet felting by 
the use of synthetics which resist acids and alkalies, 
the use of these industrial fabrics has been considerably 
increased, in some cases three or four times over what 
it was before but the automobile business, we Rane got 
a large volume of business from it. 

MR. GRAUER: . On page 6 you say along with 
Other Canadian companies you exhibited your products 
from coast to coast and put on fashion shows advertising 
a fabric for the export market without success. Was 
that solely because of cost or partly because of the 
feeling of consumers that the British product has some 
sort of preference which the Canadian one does not? 


MR. KLAGER:. In 1946 or .1947 when we had 
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a colour film with sound taken across Canada, we did 

that basically to try and overcome the British preference 
which is always shown for a worsted or in many cases a 
woollen fabric but I have walked the streets in Montreal 
and Toronto with our designer and we have looked in 
window after window and found our fabrics displayed there 
in suits marked naiRutectarea English Worsteds". 

THE CHAIRMAN: What did you do about that? 

MR. KLAGER: We have spent a lot of money 
to try to correct that thinking without success. 

THE CHAIRMAN: Sales could still be made. 

MR. KLAGER: Well, when we had that film 
taking it around a seller's market, it was not so bad 
but when it became a buyer's market we then were undersold. 

MR. GRAUER: If you are on equal competitive 
terms you will have a large job of salesmanship? 

MR. KLAGER: Thatis prue. The British 
mills are spending large amounts of money advertising 
their products. The Dominion Woollens, we have not 
money now to spend in that manner. The industry is not 
a large industry as it originally was. It is shrinking. 

I believe there are some 25 mills have closed and there 
awe others where there is a question of whether they will 
continue or not. 

MR. GRAUER: On page 1 you refer to the 
"cendency during the war and post war period up to the 
time of devaluation of the pound (1949) due to the 
difficulty of obtaining yarn from other countries, was 
for weaving mills to install their own worsted spinning 


equipment. This tendency has been sound, in my opinion, 
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as it is not wise for Canada to depend on imported yarn 
for the production of cloth." Your opinion there is 
based upon insecurity of supply? 

MR. KLAGER: Yes, during the war, for 
instance, it was impossible to import not only yarns 
in the quantity required but also top. Now, top in 
the worsted business is wool that has been washed, it 
has been carded and combed to comb out the short fibres 
and vegetable matter and’ it was essential in order to 
keep the industry operating to have an additional plant, 
other than our own, which was built at Acton. 

Due to the fact that we were a vertical 
mill, for instance and I know there are advantages and 
disadvantages in vertical setting, the fact that we 
were a vertical mill during the war meant that we were 
able to produce each week sufficient 51 drab khaki to 
completely outfit one division, approximately AS to 50 
thousand yards. Unless you have your own spinning, 
unless an industry can be self-contained at times like 
that you are in serious trouble. 

MR. GUSHUE: Mr. Klager, you referred to. 


a report of the Tariff Commission, I think, in February 


_ 1955? 

. MR. KLAGER: Yes. 

= MR. GUSHUE: Was that investigation made 
: at the request of the industry or how did that report 

: come about? 

; MR, KLAGER: The industry took before -- 


if I might, Mr. Jack Armstrong, who is the manager of 
the Primary Textile Institute is in the office. He 
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worked with that right through and I think possibly 
he could answer that more clearly than I could, sir. 

MR. ARMSTRONG: That was at the request 
of the Minister of Finance. 

MR. GUSHUE: Was it a purely factural 
report or did it lead to any conclusion? 

MR. ARMSTRONG: There was a factual report 
presented but no conelusions. 

MR. GUSHUE: And you have heard nothing of 
it since? 

MR. ARMSTRONG: That is right. | 

THE CHAIRMAN: Well, thank you very much, 
Mr. Klager. As you suggest, we will probably hear a 
little more about the textile industry when we get to 
Montreal. 

MR. KLAGER: Yes, in much greater detail 
and we appreciate the opportunity of presenting our 
information at this time. 

THE CHAIRMAN: Thank you very much. We 


will adjourn until tomorrow morning at ten o'clock. 


(At 5:00 P.M. the Commission adjourned until 10:00 A.M. 
Wednesday, 1st February, 1956) 
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TORONTO, ONTARIO, 
Wednesday, lst February, 1956 


APPEARANCES ; 
Mr. H. Turner, Chairman of General 
Electric and President of Canadian 
Electrical Manufacturers Association. 
Mr. B. Napier Simpson, General Manager, 
Mr. W. Lougheed, Economist, — 
Mr. F. G@. Samis, Northern Electric, 
Mr. R. S. Sichlioff, Canadian General Electric, 
Mr. T. J. Bell, Fiberglass Canada. 


Mr. J. G. Goss, President, Canadian 
General Electric Company Limited. 


Mr. J. M. Thompson, Vice-President and 
Comptroller, Canadian Westinghouse Company. 
Mr. McBain, Assistant to President. 

Mr. Kerr, 

Mr. Leyland. 

Mr. O. W. Titus, Vice-President and 
General Manager, Canada Wire & Cable 


Company Ltd., 
Mr. E. G. Fraser, Market Research Dept. 


THE CHAIRMAN: I think we might come to 
order, gentlemen. Mr. Turner kept one of the members 
of our Commission out’ late last night. He thought he 
had some questions that he might ask, knowing something 
about. the industry from the other end. We hope you 
didn't do him in for keeps. 

Well, you were good enough to give us 
your submission some time ago so we have had an oppor- 
tunity of reading it and studying it. We will label 
it Exhibit 161. 

If you would like to start and present 
this. You are going to present a summary this morning, 
are you? | 

MR. TURNER: Yes, Mr. Chairman. You have 


the submission and I understand that that 
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submission is perhaps supported or backed by an earlier 
analysis that was prepared by Professor Knox which I 
presume will be documented with our submission and as 
I understand from our General Manager he will have also 
a copy of the synopsis of the submission which I 
propose to read. I was instructed by the General 
Manager that I should not skip anything inasmuch as 
copies of this synopsis had been supplied to the 
Commission and I should not change a word of it. So 
I will start with the second paragraph. 

THE CHATRMAN : You are properly under 
control this. morning. 

MR, TURNER: The electrical manufacturing 
industry differs to a great extent. from many other 
Canadian industries, such as iron and steel, pulp and 
paper and the chemical and oil industries. it cannot 
be compared properly with these integrated industries. 
With a few notable exceptions, it is made up of a 
jarge number of small to medium-sized companies pro- 
ducing some particular kind of apparatus or component. 

The various end-products of the industry 
have one thing in common 5 they pertain to the use of 
electrical energy. Otherwise it would be a wide stretch 
to include in the same industry manufacturers making 
huge waterwheel generators and others making, for 
example, miniature tubes” hen television | sets. 

This: is pre-eminent ly the electrical age, 
in the home as well as in industry. In this electrical 
age Canada stands out as one of the most favoured nations 


of the world, with vast resources of waterpower, oil, 
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coal, natural gas and uranium. Measured per capita, 
Canadians lead the world in the consumption of 
electricity, using approximately half as much again 
as the Americans, and over three times as much as 
the British. 
With electrical consumption increasing 
in Canada at a rate of 6 percent per year since the 
end of the Second World War, there has been a vast 
new construction of generating facilities. With the 
projects now underway, or planned, for the next three 
years, we are reasonably assured of the doubling of 
Canada's generating capacity in the decade 1948-1958. 
It is the expectation, based on the many serious studies 
made of this subject, that the demand for electrical 
power in this country will double in the decade imme- 
diately ahead of us and quadruple in the coming quarter 
of a century. Much of the new generating capacity -- 
particularly in Ontario -- will be thermal. That is, 
it will be fired by coal, oil, natural gas or atomic 
fuel. The electrical manufacturing industry expects 
to participate to the full in this development, but 
this will require considerable new capital investment. 
The industry has developed to the point 
where it can produce almost all the electrical products 
required in this country. And not only that, the 
electrical industry has served as a training school 
for thousands of men who have learned how to make and 
to service electrical equipment and have carried this 
knowledge with them into other industries using such 


equipment. Had these technicians not been available 
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in Canada, a few might have been brought in with 
imported electrical apparatus, but certainly Canada 
would not have been industrialized so rapidly. 

The rate of production of electrical 
goods, as the submission points out, has increased 
somewhat more rapidly than the Gross National Product. 
Looking back a quarter of a century, and in terms of 
the "dollars of the day", the output of electrical 
goods has increased eight times while the Gross 
National Product has slightly more than quadrupled. 
Employment in the electrical manufacturing industry 
has increased during this period by three and a half 
times, while emp loyment in all Canadian manufacturing 
industry has not quite doubled. With 75,000 employees 
at present, the industry now has a wage bill of over 
a quarter of a billion dollars a year. 

The electrical manufacturing industry 
is more than just another fabricating industry. It 
may be claimed, without exaggeration, that no other 
industry is more vital to this country if we are to 
improve our place among the leading industrial nations 
of the world. Through the development of the processes 
of automation, the industry holds the key to increasing 
productivity in Canada and hence to Canada's ability 
to improve its competitive position in world markets. 

Automation, in principle, is not a 
revolutionary concept as some may believe, or even 
fear. It is but a logical step in the evolution of 
manufacture from the job shop, through progressive 


line manufacture, to conveyorized manufacture. Its 
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ultimate objective is to link together whole processes, 
from the extraction of raw materials to the finishing 
of products. Outstanding examples of automation are 
the petroleum and the chemical industries. But one 
which comes closer to the average person, in the form 
of the mysteriously punched Family Allowance cheques, 


is the enormous development in automatic office 


equipment. 


Some fear has been expressed, as it has 
been from the very beginning of the Industrial Revolu- 
tion nearly cO0O years ago, that this latest technological 
advance will cause unemployment, Perhaps a specific 
example will provide the best answer to this, It has 
been estimated that if the modern automobile were made 
in a job shop, as the early cars were, it would cost 
$100,000 instead of $3,000, as it does today. Obviously 
the automobile industry would be very small in such a 
case. Instead it has become a giant industry, om- 
Ploying millions from factory to service station. 
Indeed, it is in the industries that have gone the 
furthest in automation ; and in the industries which 
Supply the equipment for automation, that employment 
is rising the fastest. . 4 ba. bx 

Emp loyment in the electrical manufacturing 
industry itself has almost quadrupled since the outbreak 
of World War II, rising from 20,000 in the year 1939 
to 75,000 today. The total average rise in hourly 
wage rates in the electrical manufacturing industry 
in Canada during the period 1958-1952 is of the order 


of 225 per cent, while in the same industry in the 
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United States, the rise during this period has been 
approximately 168 percent. The submission notes in 
some detail the rise in imports from the United States 
Which this development has helped to bring about. The 
handicap we face from British and German electrical 
manufacturers is even greater. Wages in the British 
electrical manufacturing industry rose by only 1035 per 
cent in the period 1938-52; those in West Germany by 
| amere 19 percent. 

The greater rise in the earnings of 
Canadian electrical workers as compared to those of 
United States electrical workers well may be offset 
in time by either increased productivity in Canada 
or a lower exchange rate for the Canadian dollar. 
Increased productivity requires, of COUrSse , constant 
new investment in machinery and equipment . In our 
industry, since the war, this has amounted to $3,040 
per employee, as against $3,206 in the U.S. electrical 
manufacturing industry. Moreover, the competing indus- 
try in the United States has the advantage of being 15 
times larger in number of employees and 20 times larger 
in net value of output. The less-automated U.K. 
electrical industry is about nine to ten times larger 


in number of employees but only three times greater 


ee 


in net value of output. 

The submission deals in brief compass 
with government policies, developed over the years, 
which appear to favour the primary or extractive 
industries over the secondary or manufacturing — 


industries. Primary industries such as pulp and paper 
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or aluminum smelting enjoy a great advantage in 
operating in Canada because of the availability here 
of large quantities of low-cost electricity. Together 
they consume nearly two-thirds of all the electrical 
energy used in manufacturing in Canada. As against 
the great advantage these primary industries enjoy in 
Canada, the secondary industries are caught in the jaws 
of competition between U.S. industry, with its vastly 
greater volume of production and lower unit of cost, 
and European industry, with its much lower wage levels 
and devalued currencies. . 

In this situation the import competition 
which the electrical manufacturing industry faces is 
the most severe in its history - as analyzed in the 
Knox Report on the industry (1955). This has increased 
in most lines of electrical goods. in all, imports 
have risen from 18.1 percent of the gross value of 
Canadian output of the electrical manufacturing industry 
in 1950 to an estimated 29.2 percent in 1955. United 
States competition is felt most keenly in appliances 
and mass produced goods: overseas competition is _ 
strongest in heavy apparatus and products having a_ 
relatively high labour content, and in a wide range 
of communications equipment enjoying duty-free entry __ 
into Canada under British Empire preference agreements. 

_ As an outstanding example, there is the 
as 1949, 206 , 000 units were made in Camada and a bare 
600 imported. (This was, of course, in the days of 


import restrictions, imposed to conserve U.S. funds). 
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In 1950, with a great increase in production here, 
341,000 units were sold in Canada and only 11,000_ 
imported. By 1955, however, domestic sales had fallen 
off to 276,000 while nearly as many - 220,000 -- 
were brought in from the U.S. Over this period . 1949- -53 
imports of all major appliances rose from 15.3 percent 
of the Canadian output to 56 percent. 

_.... .... In face of this competition certain 
Canadian manufacturers have reduced the prices of 
some household appliances to the point where they 
are produced without profit, or even at a loss. 
It has been the same in heavy industrial equipment, 
such as waterwheel generators, a field in which British 
and West European competitors have successfully Sas bia 
Canadian manufacturers in many cases. 

The success of outside competitors in 
entering the Canadian electrical market recently has 
been due to many factors acting in conjunctions the 
devaluation of sterling, the West German policy of 
holding down both wages and prices, tariff concessions _ 
made under GATT and the premium on the Canadian dollar. 
Besides bringing heavy import competition, this un- 
favourable movement against the Canadian manufacturer 
has virtually priced him out of the export markets 
otherwise available. 

ne In the matter of government trade policy 
it is acknowledged that the electrical ‘manufacturing 
industry, in common with practically all other 
secondary industries in Canada, has long received, 


developed under, and been dependent on, a moderate 
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level of tariff protection; because of such protec-~ 
tion a high Canadian content is encouraged’ in. 
electrical manufacturing. What would otherwise be. 
more or‘ less an assembly. of foreign-made components 
has developed to. the point ‘where the ma jor part.of 
most Cemadtan electrical products is made in genoa: 
of canadian materials and parts, -and- with Canadian 
Jabour. Undoubtedly the establishment of branch 
plants in Camada under a protective tariff policy _ 
has greatly speeded up the industrialization of our 
ces ener eenees oo oree nereense eee 
quickly than otherwise would have been the case, — 
But the tariff protection which fostered 
this endus ry has been reduced, through the British 
Preference introduced in the thirties amd the GATT: 
policy of recent years, to the lowest level of this’ 
century. If, a8 is assumed, full employment or high 
level employment remains a major objective of the 
government policy, it is the secondary and not the 
| primary industries which must provide the greater 
part of it. Given the level of living which people 
have come to expect ~~ for they havs already ex- 
perienced it, it is the manufacturing amd service 


q industries rather than the primary and extractive 


industries which can provide the kind and volume of 
employment necessary to an expanding labour force, _ 

| Mo attempt was made inthe submission 
to draw a line between primary and secondary industry, 
as some have done elsewhere. ‘The real issue is how 


best to establish a diversified ecomomic structure 
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in Canada.. While we Canadians continue to seek markets 
for some of our raw materials and ‘primary: preducts, our 
own market for manufactured products-is open.to anyone. 
On the other hand, our processed goods are not able to 
enter foreign markets on the same basis as foreign 
producers enter ours. 
a | % The industry is net. seeking protection | 2 
per se; Rather, it is-suggesting ‘that if a high level 
of employment is a desirable objective, then. secondary 
industry must provide it. “This will require. continuing 
capital investment , Which in turn will require assurance 
on the part of the government that the interests of — 
the secondary manufacturers will not be bargained away _ 
in order to move out of the country increased quantities 
of unprocessed resources. ‘It must not-be taken for 
granted that secondary industry will ‘grow and flourish 
under any and all trade and tariff conditions imposed 
by the government. 

A further. Industry difficulty results 
from the administration of the Combines Investigation _ 
Act. The Canadian Electrical Manufacturers Association 
believes that it is possible.to have beth good" and 
"bad" combinations, and that degislation’.and adminis - 
tration should be designed to ban.onmly the "bad". It 
is also suggested that: the Combines Investigation 
procedures be removed ‘from: the! field of criminal» ; 
_. legislation and placed under the’ jurisdiction of Trade 
and Commerce . Such a move, it is believed, could change 
the apparent antagonism of government and- business in 


this field to co-operation-in the public’ interest. 
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Outlook and prospects 


The Canadian electrical manufacturing 
industry is looking forward to an expansion in the 
next quarter-century which should dwarf anything it 
has experienced in the past, always providing that 
the economic climate is favourable. At the time 
when the country itself is growing, great new 
developments are promised in the electrical field; 
and both these trends are backed by the assurance of 
a continued supply of cheap electrical power. — 

The details of the country's future 
power supply will no doubt be provided by spokesmen 
of the utilities. But it may be stressed here that 
Canada still has large reserves of usable hydro 
power; and that hydro power promises to remain the 
cheapest source of electricity for the foreseeable 
future. In the Maritimes and on the Prairies, and 
notably in the industrial province of Ontario, where 
the available hydro power has been largely used up 
the development of thermal power is well under way. 
Coal will be used increasingly for some years, al- 
though in plants incomparably more efficient than 
those of a generation ago. But the advent of atomic 
electricity is signalled by the Nuclear Power 
Demonstrator project at Des Joachims, now in prepara- 
tion. Canadian General Electric Company has joined 
in this venture with Atomic Energy of Canada and the 
Ontario Hydroelectric Power Commission. 

Scientists and engineers are careful 


to point out that the problems in the thermo-nuclear 


seivintontipull Enoksaoet® 0 
[Of git tity an noleaegee as. oF brawro? -aretsloo ot putesbad 


i te 


tt antdt yas. teed. bLuose okie, Cunines-nodaesm tees 


“Ser © re 


tedd gatbivong ayswis .tesq edd) at: beonstreqxe: am 


att 71 oe) 


omit? oid SA .eldexsovet eZ od ambi ebmone oe eit 


" Wen JeOTR _patwour el Rfheedt Wrdmwo2 ent nectl 


» bLeft Leotuitoole, edt. ms bealmerq 918! ad vemgos ev: 


Jo sonsivess sat yd bedosd ots ahnerd seosdd tod: be 18 


ph: 
stewoq (eotatoele qeordo. to yiqqua bauntinoo # 


aK Peay. 
s'yxtdvoo ond Yo ailateb sat | vale dad 


ay nemsavogs yd heblwexq ed tdyob on ILiw yiqque tewog 
Malays 
a fant, sted) Hogvetz a ed yaw dt) tos eather ss 


oxbyd eidsav lo gevisset ental esd {lite abana’ 


ae oAd.mteme: of asaeimorq tewoq orbya tsa? Dae yzewd 


Mh 
ofdsovseto! edt sot vwelolidosle. to somos teoqacde: 
hos .selkitewl ont ac bas 2amily fram eid mI ort, 

orentw .olistn) lo eoatvorq Laetutesbab edt cnt vids 

. .qu beay.vilegrial meed wad teawoq ethyd sidsiteve @ 

yew tehbhus flow at xawog fy it "to Beira: 
I 


node toeioliie etom yidstaqmogt atneiqunt — 
ae olmote to dHevbs odd tut .ons KoOlierensg & ‘to eau 
Ie A 


ye 

aewed sselouW ed? yd Dbeliengte ak Vtlotrosg 
-segexg at won ,amidosel eed te tos toxg todend anon 
\ id ; 


bentet asd yasqmoD obrtoela Levens) netbensd,, .aokd 

edt bas shared) Ww ygiend otmotA dtiw outasy eked. ag 
| y 
Lo MotealmmoS xewol olrstoslLeorbyH oftsd 


r 


wz 
7 ~ 
iy 
<seloug-omreds oft of emeldorq eft gadt duo tntoq 6 
. 1 
ie 


[uteneo S18 sisenieae bas. etettneloe 


uh 


- 5710 - Mr. Turner 


field are-very difficult indeed, yet: we may be sure 
there will be great. advances in the. techniques of 
atomic power production and it may. be. accepted that 
full-scale atomic power stations will. provide,’ in 
the next decade, electrieity at rates comparable 
with those achieved from coal, oil or gas. 

There Ls scarcely any prediction on 
which more people have been wrong more often than 
estimating the future population of this country. 
But it is at least a fact that it is now close to 
16 millions, and has increased by 14 percent -in the 
past five years. It will continue to grow for the 
foreseeable future, and with this we. will require 
more and more new houses every. year, more schools, 
stores, warehouses. and factories. . The railways will 
continue their broad programme of re-equipment; more 
oil and gas pipedines will be built; -more and better 
roads will be constructed: Everywhere investment in 
machinery and equipment Will be spurred by techno- 
logical improvements . 

Increasing urbanization will mean more 
intensive electrification, more appliances in the 
. home, more need for electric service, street lights 
and transportation. This promises to maintain the 
recent heavy rise in home use of electricity, which 
has been increasing by 123 percent per year in recent 
years, and consumer purchases of electrical goods, 
which have reached 40 percent of the industry's produc- 
tion. 


Though Canadian homes use considerably 
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more electricity than do American homes, they can 
only be considered one-quarter electrified today. 
Exclusive of heating, a fully electrified home would 
take some 12,000 kilowatt hours per year. Providing 
adequate wiring for all this will, in itself, become 
a major task. Air conditioning is due for great 
development, as is the heat pump, for heating in 
Winter and cooling in summer. ape ; 

The tiny transistor will bring in 


portable television, and the first real pocket radio, 


4 
; 
| 


which could become as indispensable as the wrist 
watch, We look for the development of the light 


amplifier and the use of magnetic tape instead of 


Gn es; 
2 a 


film for movie projection. Many minor wonders, 

such as the semi -conductors, new magnetic materials 
and new insulations are now being put into use. Great 
new industries to produce the "wonder" metals, 
titanium and zirconium, will be developed. They will 
need a great deal of electrical equipment and will be 
heavy current consumers. . — 
The projected quadrupling of Canada's © 
electric power generation in the next quarter century 
ne as envisaged by Dr. Richard Hearn of Ontario Hydro * 
will call for vast quantities of generating and trans- 
mitting equipment. Leoking beyond that, and beyond 
"conventional" atomic power, to the taming of the 
hydrogen reaction, the best guess of some engineers is 
that this will be done by use of an electrostatic or 
electromagnetic Fle id'*-- more electrical equipment, 


and more electrical power! 
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In other flelds, the development of the 


long-distance dial telephone is calling for a great 
deal of new equipment, as is the growing use of. 
microwave stations and relays and radar beacons. ie 
And in our automobiles the amount of electrical equip- 
ment is increasing steadily, until it promises soon 

to cost more than the engine. 


The tilahielinalv of the Canadian electrical 


alae 


manufacturing industry to the security of the country 
| has become more and more obvious as planes, ships and 
tanks are more heavily loaded with electronic equipment, 
and as the three radar warning lines are extended across 
! the north of this continent. The making of such equip- 
ment requires flexible manufacturing capacity and an 
unusually large engineering staff. The preservation 
of the design and engineering teams,which require work 
to maintain their skills, is one of the most critical 
problems in national defence, 

In facing the future and preparing to 
meet its challenge, the Camadian electrical manufacturing 
industry is aware that it must , itself, adopt policies 
and take steps which will further its growth, It must _ 

| carry on a greatly extended programme of Canadian research 
and development. It must push ahead with new methods 

| to increase productivity, lower costs and improve quality. 
It must adopt more aggressive policies in marketing, 
financing, expansion and export. 

However, there are concomitant steps which 
should be taken by the. Nation and the Government, to 


provide a favourable climate for development. The policy 
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of favouring the extractive industries should be. modi- 
fied in line with the fact that the Canadian economy 
has become increasingly a manufacturing rather than 

an extractive economy. A re-examination of the 
Combines Investigation Act is needed in the public 
interest. . 

_In the broader field of eduation it is 
vital that the nation's universities be encouraged to 
educate more and better young scientists and engineers 3 
and more technological institutes should be founded to 
prepare technicians of less than university rank. 
Pressing as it does so closely on the heels of science, 
the electrical manufacturing industry needs an en- 
larged supply of technically trained people perhaps 
more than any other industry. The industries cannot 
count on securing as many technically trained people 
from abroad as has been done in recent years. On the 
contrary, the removal of the threat of the U.S. armed 
forces draft may revive the outflow ‘of young Canadian 
engineers, attracted by higher pay and wider ancien 
tunities in the U.S. 

In the area of technical personnel Canada 
will be engaged in a real struggle with other industrial 
nations. — We will have to rely upon ourselves and work 
together. Industry must resist the temptation to raid 
university staffs; rather it must help the universities 
to keep their staffs by making more use of professors 
as consultants, by providing summer work and by develop- 
ment and research problems. 


Against the graduation of 1500 engineering 
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students in 1955 and an expected 1800-odd in 1956 
there stands the annual need ofCanadian industry for 
2500 to 5000 a year. Even the lower of these figures 
may not be attained until 1958, Clearly there must 
be either new facilities added for training engineers 
or greater use made of existing facilities. It is 
noted in the submission that some American universities 
now divide their classes into two groups, one of which 
is working in industry, gaining practical experience 
half the year, while the other is studying. It is 
suggested that Canadian universities explore this 
means of utilizing their present facilities twelve 
months of the year. 

In making suggestions at this tine, it 
is the sincere belief that the electrical manufacturing 
industry is the key to Canada's future development. 
Without it, the country could hardly have become 
industrialized to the present degree. Without a healthy 
and expanding electrical manufacturing industry other 
manufacturing industry cannot develop to the optimum. 
And without manufacturing industry Canada's whole 
standard of living is at stake. 

All of which is respectfully submitted. 

ov THE CHAIRMAN : — Thank you very much 

Mr. Turner. I think it is appropriate that Mr. Grauer 
ask the questions this morning. 

MR. GRAUER: I will ask a few anyhow. 
I wanted to be sure that I had the Association's views 
right on the question of tariff and foreign competition 
generally. I notice one of the chapters is entitled 
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"The New Competition". As I understand the recommen- 
dation there is a combination of circumstances such as 
devaluation of the pound sterling, a lowering of tariffs 
under GATT arrangement and a drawing apart between Canada 
and the Western European countries and the United 
_ Kingdom with respect to wage rates and it is that sort 
of a combination that is putting the electical industry 
in the somewhat difficult position it finds itself. Now, 
if we can just lay aside these circumstances that are 
causing some difficulty perhaps with respect to other 
countries, particularly Western Europe and the United 
Kingdom, would you say that the efficiency of the 
Canadian electrical manufacturing industry is improving 
by comparison with them or what is the situation there? 

MR. TURNER; In comparison with whom? 

MR. GRAUER: By comparison with Western 
Europe and the United Kingdom. What is in my mind is, 
the automobile industry here yesterday gave figures 
which seem to prove that with respect to the United 
States they were closing the gap, had closed it by 
some 50 percent over the early '50's. Is there some 
such trend going on in the electrical manufacturing — 
industry or are you staying about the same or are you 
losing your position from an efficiency point of view? 
MR. TURNER: I think it must be stated 


that as in the automobile industry this broad term 


we are discussing is a very broad term if you would 
call it efficiency but with the increase in volume of 


business that we are enjoying we are continually 


closing the gap between the mass manufacturer and 


dui ile : aehiaiaaieaalae 
‘wxtbwdat Leortosls’ sir! ‘panei wea 
moh weet abast'@2) dors reog! anneal sdiwettoe 
ore earmt ahaa si BS) 
redto of Joequsy Atiw wqadieq VLeorThLS: em 
bet ind edd bas eqotwe axeveew Utatwoneiag 
st to yoretottie eit ted ya orerere 
gatvorqmt et yivevbat gatm?setucem ravrtseatsne etban 
forest nottaudte ant ‘et daiiwsto mend de bw no Atinalnel | 
Tmodw défw moetrsqmoo at 3HaMnuT |aM 8 8! init : 
xeteow, seal ilar aaeal VG sHMUARD AM | 1 
(af bate ye at aki ten — mobgale bertay’ sav: bas eqoaiaee 
Betealt Ory yebtotuey sted Yrfavbak Ot kdomodne 
Sedlay wae oF Posqest Mtkw tan? emery Od meee HOR 
Yi #l heaols ban ,qug acl? gnieoks stow eed weteee 


cane oxedd #T a) 08" -ybnge: aad T9vo tnsorxsq 68s 


goiwwiostuaem Isolitoals od? nt ao grtog baer ford 
HOY His 4 SMEG HP Giods attysts voy srs. 10 wie bait” 
Twelv Yo ¢ilog yossholtie ns mvt? aotttaog wey grtack 
hetavs od fev VS aetdt 2 pARMAUT LM al Laks 1 
oxrat beowd aide vrdaubat elivomuens: edt ak an ws 


an 


biwow. woy ‘tl wred baovd ere 6 GL yiteswosth ers 
to emelov ob 9anetoal ‘edd ctdiw gud Codetoltie sf Lae 
Wilevettves sts ow Sitlyotie exe sw tsdd sasnte é 


Dts "wit on teem eta oft neaewied qen odd gataot 


- 5716 - Mr. Turner 


ourselves. tI think although the European and British 
manufacturer is making very definite improvement in 
their methods within their own shops I don't think there 
is any doubt but what we are holding our own as against 
improving means as an electrical industry. 

| . MR. GRAUER s It seemed to me there was 
an implication in the submission that the present 
national policy favoured the extractive industries. — 
I think that was stated on page 14. I am not so sure 
that that is the situation. There seems to be a 
combination of circumstances which work aside from 
tariff policy and it is that combination that seems 
to be causing the difficulty. But at any rate, as 
far as tariffs are concerned the position seems to 
be that this industry and others were more highly 
protected not so long ago and the trend has been 
downward. So far as the extractive industries are 
concerned the question seems to be whether some 
restoration of the position which was formerly held 
in order to meet this combination of circumstances 

as you describe, cannot be done without penalty tO 
the extractive industries whatsoever. In other — 
words , there seenis to be something of that type in 
the submission and I wondered if it existed. 

MR, TURNER: At the present time the 

Association is net asking for any increase in tariff 
rates over the various classifications. Over the 
long years I think with the Customs Office we have 
worked out classifications and have been ably re- 


presented and graciously received and our demands 
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where logical have been granted. I think we are 
perhaps conscious of the difference between the 
secondary manufacturing problem and the extractive 
industry . The closer you get to natural resources 
and therefore to the extraction of those resources 
and as you analyze it, tt might need a thesis from 
sompbody rather than a few remarks from me, but there 
is equipment imported for them duty free, there are 
concessions made to them that lead to development. _ 
Sometimes there is a little assurance given them that 
prices will be maintained: whereas we have to go out 
and contend with one another for a level of prices 
and I think it is in that area of preferential treat 
ment that we feel very conscious of this difference 
in our problem and theirs. 

aa MR. GRAUER: I was not clear just what 
the submission was asking for if any thing? — ai 

, MR. TURNER: Not asking for a thing as 
far as customs valuation is concerned other than we 
would like the Tariff Act to be administered in all 
its phases including the valuation for dumping which 
we realize is a terrific administration staff problem 
on the part of the government to verify those values 
daythe\countrysof origin but«the Act ins itselfy and 
the terms of the Act we think are satisfactory. 

MR. GRAUER: Are you asking for similar 
treatment to the extractive industries under the 
headings which you call preferential? OG « oe 
) MR. TURNER: I don't think we are asking 
for a thing. 
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MR. GRAUER: Then with respect to dumping 
I think that you do feel it is a short cycle competition 
from electrical manufacturers of other countries 
depending upon the state of world demand. If it is 
strong they don't come into the Canadian market much 
and if it is weak they tend to ship here below cost. 

Is that the reason? 

MR . TURNER : I would like our general 
manager to answer shat, if I may. I think he has 
got a couple of paragraphs that that question justifies, 

MR. SIMPSON: I had not expected to be 
called on but I think -- Mr. Grauer, I would like to 
make one statement here, You questioned the policy 
of the government. This would be the extractive 
industries and secondary manufacturing. I don't think 
this is any secret. Ithas been said to us many times 
in discussing these things with different levels of 
government and on one occasion less than a year ago, 
an Assistant Deputy Minister who is well qualified 
to know, made this statement to us, that we might as 
well be resigned to the fact that it was government 
policy to dispose of our primary products, our grain 
and so on, and take back on balance manufactured goods 
from other countries which was very vital and very 
necessary and that was their policy. §0 I think 
that very possibly answers your first question. 

There was the question of changes under 
GATT which affected tariffs. We are not quarreling 
with the tariff levels as such but in 1947 at GATT 
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the customs regulations were weakened in several 
regards, first as to fair market value from the 
country of origin and Bill 410 passed last year, 

if administered, would correct that. There is in 

the new Act section 65 which would correct it too 

but it is unregulated too. That was delayed. That 
has resulted in overseas manufacturers in low wage 
rate areas laying down goods here at a price that 
because of their low labour content was in some 

cases less than our factory cost and this has been 
pointed out in argument with the different government 
officials, They say: "We don't know what you are | 
complaining about. Your sales have gone up continuously". 
And they have. But these last few weeks has seen the 
price set for the import of mass-produced goods from 

the United States at very low levels and for the 
imports of heavy apparatus from low wage rate areas 
overseas which the Canadian manufacturer had to meet 

and in an attempt to meet these figures he has taken 
that at prices which show no profit whatever. You 

will notice from the figures as given that the rate 

of profit in relation to percentage of sales has 

dropped year after year. In fact, on the last record 
the most drastic drop was from 4.29 to ¢.6 which is 
terrible. We have not been able yet to get the | 
figure for 1955. In other words, in order to maintain | 
employment in the industry lt was necessary for Canadian 
electrical manufacturers to take these contracts and 
this business at very, very low levels. 


I think while the volume of imports is 
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high -- and it is a fact -- the main factor is the 
very exceptional price which has had to be met. 

MR. GRAUER: Have you been getting 
pressure from foreign countries? 

MR. SIMPSON; The pressure is always 
there because on the heavy equipment there are always 
tenders put in from the United Kingdom and also 
European countries and as I say, in many cases, that 
is at or below our factory cost. So it is a question 
of dropping your prices down in an attempt to meet 
that competition. Of course there is the possibility 
that if we ever get into another war, which God forbid, 
that Canadian manufacturers would require not only to 
provide equipment but to service the foreign equipment 
Which has been installed in this country. 

MR. GRAUER: Yes, I noticed that point, 
but is it evidence fe reference has been made to 
dumping. Is there evidence that foreign companies do 
sell here below cost or at unreasonable profit ratio? 

MR. SIMPSON: It is one of those things 
which is almost impossible to get at. What we call 
dumping,by strict definition of the Act I don't think 
you would call dumping. I would not prefer to think 

that it is but it comes in that category. You see, 

much of this stuff when you have heavy electrical 
apparatus and equipment there are no such applications 
in Britain, for example, of the heavy apparatus and 
equipment we use here. They are different applications 
altogether and that, I believe, will apply in other 


fields. It might possibly apply to heavy electric cable. 
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There are certain otherfields in which I do think we 
require some tariffs. They have not been asked for as 
yet but in the communications field there are certain 
things entering from Britain. There was a.ruling several 
years ago that they entered free but there are many 
Canadian manufacturers who have a large volume of such 
quipment and no change has ever been made but that is” 
something which is in transition. It may be necessary 
under those circumstances now thatthose things are _ 
made in volume in Canada to increase that protection. 
MR. GRAUER: Then, would convertibility | 


of currency be of assistance to your industry? You make 


| 
_ reference to the exchange situation. 
. MR. TURNER: It would certainly have a 
| stabilizing effect. 

MR. GRAUERs But the main point is that 
) you are not asking for any increased tariffs but you 
, my in the administration of the Customs legislation © 
and the tariff legislation there might be means in the 
a administration, if I get your point right? 


MR, SIMPSON: I think they would be very 


loathe to apply dumping against the British and it is_ 
quite understandable in the position they have been in 
but at the same time you can't lose sight of the fact 
that it sets a yardstick on the price. 

: MR. TURNER: That is, the regulations of 
today. 

MR, GRAUER: Well, if I read the statement 

at the bottom of page ‘S where you says 


"Moreover, the competing industry in the 
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"United States has the advantage of being 

15 times larger in number of employees 

and 20 times larger in value.of output” 

it means that the Canadian industry is sort of betwixt 
and between. You don 't have the productivity per man 
hour that the Americans do with thelr much larger market 
for offsetting the higher wage rates. 

| MR, TURNER; I think if you read one or two of 
the manufacturer's | submissions that you are going to 
listen to this gous nbexs and I think I had one of them -- 
you will find a very clear example of the effect of that 
as it applies to an individual manufacturer. 

MR, GRAVER: This will throw some light on that? 

‘MR. TURNER: Yes, as it applies to an individual 
manufacturer. ; 

MR. GRAVER: Thank you very much. A | 
ay THE CHAIRMAN: Mr. Turner, this is a question we 
eked Dr. Hearn the other day. I would like to have your 
views on it. Do you think thatthere will be development 
in high voltage long range transmission lines within the 
foreseeable future which would make it possible to use 
hydro power from Hamilton Falls in Eastern Canada? 

MR. TURNER: That stretch of mileage -- I don't 
know how Dr, Hearn expressed Lt to you but the way I see 
that is not quite so much of how you are going to tramamit 
from Hamilton Falls to Hamilton, Ontario as you are in 
the linkage which seems to be linked up between the 
utilization and the Eastern part of Canada. They can link 
together in converting for use and I think that probably 


that transition is going to come about. 
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THE CHAIRMAN: I would like your view 
on another subject. There are one or two other cases 

! where people have explained or given their views when 

we have asked them about research in Canada to the 
extent that the companies in question have very sub- 
stantial affiliated companies or parent companies in 
the United Kingdom or the United States and that it is 
agreat advantage to Canadian industry to be able to call 
on the research facilities and the research work that 
is being done in the much larger organizations in the 
United Kingdom or the United States and that this 
country has benefited immeasurably from those research 
developments and it has been suggested that it would be 
foolish for us in Canada to try and duplicate that kind 
of research work. And that really it is not feasible 
for the Canadian companies to do so on the kind of scale 
that would produce the same result. It would add so 
much to the cost of Canadian production that it would 
make it impossible that way and also as we all know, we 
are short of scientists, engineers and technicians in 
this country and that again would have a limiting result. 
Would you have any comments to make as far as your own 

; company or industry is concerned? 

MR. TURNER: I can give you a very brief 
answer to that if we will all understand that when we 
are talking about research we are using a broad term. 

I think one of the most imperative needs for encouraging 
research or apisee POR eng eodivd within the individual 
manufacturing company is in the matter of training man- 


power and its application to very specific problems. Now, 
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I repeat that. I think the most important reason for 

encouraging research in an individual manufacturing 

company is that training that people get through that 

effort. On the other hand, I think that research is a 

commodity in its broad term. It is something we buy 

as we buy materials and I think we have got to buy it. 

It is an educational theme that we buy either in Europe 

or in the United States or wherever we can buy it and 

I don't think we have been in the past as individual 

companies, large enough in our economic strength to 

support the magnitude of equipment and materials that 

are required to maintain a thoroughgoing research staff. 

Our industries are growing and I think that we will find 

that these individual companies will tell you that with 

their own co-operation we are working in that direction 

as our economic strength increases. But I like to think 

of it from those two angles, -- do all we can do in 

training men who are useful to us and who are continuing 

to work with us and the fact that research Ls a commodity. 

THE CHAIRMAN; Thank you. I have only one 

| other question on the subject of education. You suggested 
that in order to make full use of existing facilities that 
courses might be split six months a year academic training 
and six months of the year in industry. I don't know 
whether you meant we would split up the professors to 
make them work all the year around or not, but you did 
Say that industry should refrain from raiding university 
Staffs. One of the members of this Commission the other 
day remarked that he had found it necessary to leave the 


hurly-burly of academic life for the peace and quiet of 
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business not very long ago. I don't know whether it is 
fair to say of all other professors that they should have 
the same opportunity. 

MR. TURNER: Well, I think that is a 
philosophy or conventional way of life we have assumed 
on this continent perhaps from economic reasons or our 
own main design ty comparison with European countries 
where industry in particular is attempting to get those 
men back -- not get them back, they are in the beiaersi- 
ties and are being utilized in those universities by 
industry. I think we could do more on this continent 
and perhaps it could be encouraged by finding part-time 
forces which are generally heavier in the United States 
industrial area. The problem is not the providing and 
buying of buildings. It is the re-arranging of the 
staff of’ the universities so that they can be used that 
way, but it is a real problem in an industry of this 
kind. We have got to take work to these universities 
and I presume we will be expected to arrange some 
monetary basis of remuneration for these things so that 
it will encourage them. I think it is a little more 
than academic. I know Mr. Grauer will say as one of 
those fellows that transits from the industry to the 
academic life that as a pattern it Is not necessary 
for one man to go that way and stay that way. 

| MR. CHAIRMAN: I will speak to Sydney 
Smith. 

MR. STEWART: One of the reasons that 

we have our particular unit all year in all Canadian 


universities and particularly in the west is the 
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seasonality of employment and our expectation in this 
country that students provide to a certain extent for 
their own university training. One of the basic 
difficulties which I think your plan would suggest 
would be that it would require some co-operation with 
industry to see that these people could get off at 
certain times and keep adequately financed. 

MR. TURNER: You will notice that in 
this submission we did not say that the universities 
should do this or that. We said that industry should 
do this in conjunction with them. So it means we have 
to work hand in hand with you in order to get these 
things arranged. But it is our "must". Maybe you 
can live peacefully with me but we have trouble in 
staying level. 

MR. STEWART: I appreciate your co- 
operation very much. I have one other question which 
I will apologize for in advance but on page 63 of your 
brief you give two estimates of the potential use of 
energy in the home, one by a Canadian industrialist, 
Dr. A. E. Grauer and an American estimate by Ralph 
J. Cordiner. I notice the American estimate is twice 
as big as the Canadian industrialist's. Could this 
be taken as an indication of the conservativeness of 
the Canadian industrialist? _ . 

MR. TURNER: Well, you have got to figure 
out who is out trying to raise some money to finance a 
utility and maybe one of these fellows is doing that and 
the other fellow is doing something else butit must be 


recognized that we have different uses. We use 
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electricity a little differently in our homes. Maybe 
that will change but we heat water by electricity in 
this country, we do our cooking by electricity to a 
larger extent than the American homes. They are more 

| gaseous than we are which goes back to your point. 

| | MR, GRAUER: I notice on page 12 of your 

| submission you use Canadian rates so I assume that will 

| be more applicable. 

MR. TURNER: We bow to you. 

MR. GUSHUE: Mr. Turner, I would like to 
revert to the field of questioning which was pursued to 
some extent by Mr. Grauer. You made it very clear that 
the industry is not suggesting any specific action with 
regard to tariffs and so on but I think you do inject 


a note of caution on page 9 which IT would like to read 


P 

| 

| in which you say: 

"It must not be taken for granted that 
secondary industry will grow and flourish 

| under any and all trade and tariff conditions 


imposed by the government." 


Now, that is a very broad, sweeping sort of statement 
and it may mean no tariffs or higher fariffs or other 
expedients. Could you project 10 or 25 years ahead 
and give what might be called further and detailed 
particulars of your general statement? 

MR. TURNER: If you permit me I would 
prefer to answer that as a non-technician in the field. 
_ We have in this room connected with our industry , 
some expert technicians in the field of customs 


tariffs and their causes and effects. We thought from 
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the standpoint of this Commission that we would like you 
to understand that we have been working year after year 
and we are continuing to work with the federal authorities 
that are dealing in this area in the intricacies of 
custonis tariffs, We are:a compact body and represent 
a broad line of products so it is most difficult to do 
otherwise than generalize, I think, and go if we work 
logically and intelligently with the proper authorities 
letting them know what our problem is with intelligent 
understanding from them on the many lines that we | 
manufacture -- we have thousands and thousands of products 
in our industry =a feel quite comfortable in their 
understanding of our problem, so we think as individual 
cases develop, it may be that American manufacturers may 
find a way of developing and producing a product,as they 
do invariably, very cheaply and we are confronted with 
some need to make that an adjunct to our other business, 
some other product, and we find that even though it may 
be a little out of step with the broad policy they do 
lead us and help us to keep ourselves alive. So we 
thought we would prefer not to appear before you talking 
of these intricacies of the problem but making the 
statement here that if ower the period of years we can 
find an understanding with the federal authorities in 
the easement of our customs problems and a climate — 
conducive to this industry in Canada, that that sould 
thereby be arranged. “Now, that is a long list of words 
in answer to a very short question. 

MR. GUSHUE: Would that possibly mean 


that the treatment which:-you expect would be a graduated 
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sort of treatment to perhaps more or less large or 
small parts in the industry, low as in one place, 
high as in another. Would it be graduated to different 
parts of the industry? 
MR. TURNER: That is right. 
MR. GUSHUE: Just one more question. 
I think on page 14 somewhat along the same line where 
I thought also you had a note of warning: 
"The policy of favouring the extractive 
industries should be modified in line 
with the fact that the Canadian economy 
has become increasingly a manufatturing 
rather than an extractive economy." 
Do you mean that it should be modified by removing some- 
thing that the extractive industries are now enjoying 
or adding something that the secondary industries are 
not enjoying or is that a complicated question? 
MR. TURNER: Well, this might be the 
wrong presumption on our part but I believe what we 
are thinking of is the matter of doing something to 
the extractive industry. . baad 
MR. GUSHUE: To the secondary industry? 
MR. TURNER: To the extractive. 
MR. GUSHUE: Taking away something that 
they enjoy? 
MR. TURNER: Yes. 
MR, GUSHUE: Do you look forward in the 
next 25 years to the Canadian industry having a competi- 
tive position as regards other producing countries? 


MR. TURNER: Oh, yes, that is our 


j : 
, 


> ww ne eel 4, 
PP RS 


po a et a 
Peas): 


are" vonage ab tea? © AMAT AM) on! nail 
sedeanitiag ‘erom eno Jay :aUN@UD AM 1! shia i 
ovartw oti emse edd gaole seswomoe #f egsq ao inte a 
|  $gctherrsw to etdon s bsd woy cals _ 
evitositxe sid gaiuwove? to yoliog off” 9) 9)” 
emit at bertibom ed biuode eotndaubab hey 
yronooe astbsnsd edt gent dost edd d3tw- ro) 
onttadiaincies: ‘“igudeserend eméved anes “ue a 

“ ymondos evitositxe me nedt toritean, - 
-emoe ynaivomet yd beltttbom ed biyode cr dsdd asem —s 
gatyotne wor ets esirtaubal evitosisdxe ent stand at 
ero ssitveubat yrsbrosse ent vert gotdiemos gathbs.4 
 Ynolttaoup batsotiqmos 8 tsdt et to gatyotae. ro | = 
edt od ddaim etd? .fLoW 9 :AaMAUT \AM . 
sw jsdw evelied I gud t1sq uwo mo oolsiqauesiq 3n0ww 
od gnidngemoe aniod +0 sedtem edt at to goindatd? = 
setsenbolievivontemeuie 
Tyidavbal wisbnoose edt oT :aUH@UD . AK 
<ovitostsxe eat OT  sHaMAUT JAM 
tends yoatctemoe yews yoltiusTt :HUHGUD . AM 


.29Y <'ASMAUT .5M 

ert at biswie? Wool woy od  i4UH2UD .AM 
~tisqmoo s gnived yiteubat mstbens> ens ot arsey 2S 3 
Sseirgnwes gntosborg itserito abisge7 as nolttteoq eviz 


avo ef tard .aey .AO° :HAMAUT . 7M 


- 5730 - Mr. Turner 


determined effort. We would be forlorn in our outlook 
if we believed we could not improve our position. That 
has been done. We have been constantly improving it. 
Temporarily we are a little pressed in our prices but 

that does not mean that we believe for one moment that 
this industry of ours is not so essential to all other 
industry in Canada that we will not find enough receptive- 
ness and amelioration of this existing situation of ours 
to improve itself. In other words, every industry needs 
some one of our products for communication, for automation, 
for transportation and we don't think that there is any 
possibility of that diminishing. 

MR. GUSHUE: I notice that in the course of 
your brief and the summary you have made the point that 
the Canadian industry had been virtually forced out of 
world markets by various factors which Mr. Grauer 
mentioned. Has it enjoyed any kind: of large 
part of world markets? 

MR. TURNER: No. There was one time when 
individual companies had a pretty good market under 
the British Empire Preferential Tariff in Australia 
and South Africa etcetera. I would not say it was 
large but you have got to recognize this, that the 
European electrical manufacturer is not a young fellow 
either. He has been in the business for years and 
years, 50 or 60 years. There has been an excellent 
exchange of technical know-how between the continents. 

As professional and scientific people do, they move 
back and forth. TheEuropean manufacturer is a good 


manufacturer. He has know-how. He has trooped into 
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these foreign countries and has established markets 
there. We have travelled in alongside of him but 
he is still doing it and it is a rugged competition 
particularly in the sterling bloc area. 

MR. GUSHUE: Your domestic market will 
for a long time continue to be your principal concern? 

MR. TURNER: Yes. 

THE CHAIRMAN: Mr. Turner, just one thing 
that has been said that I would like to suggest is 
perhaps entitled to a little modification and that is 
the suggestion that some assistant Deputy Minister in 
Ottawa had said that the policy of the government was 
to favour extractive industries and take back manu- 
factured goods from other countries to pay forthe 
exports of raw materials. We did not get quite that 
impression from the representations in some other parts 
of the country. I doubt if any Minister has ever 
announced government policy in quite those terms. 
Perhaps we might admit that it is not quite as definite 
and plain as all that. 

MR. SIMPSON: I think that I repeated 
that word for word. 

THE CHAIRMAN: But you are not suggesting 
that this assistant Deputy Minister determines government 
policy, I suppose? | 

MR. SIMPSON: No, Mr. Gordon, I am not. 
But under the circumstances I would think that he would 
be well qualified to know what government policy was. 
Shall I put it that way. 

THE CHAIRMAN: Well, I don't know who we 
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are talking about so perhaps we had better not stress 
it too much. 
MR. SIMPSON: I would not have made that 
statement except that it substantiates the experience 
of secondary industry and it substantiates many of the 
conversations which we have had in Ottawa and I think 
I prefaced the thing by saying it was no secret. 
THE CHAIRMAN: Well, it was certainly no 
secret to whom? 
MR. SIMPSON: Well, the policy as such 
is no secret. I mean it has been a recognized policy 
both in intent and practice for a number of years. 
I think there are one or two things we 
have to face. Mr. Gushue has asked about the intent 
of a certain statement here and that is the one; 
"It must not be taken for granted that 
secondary industry will grow and flourish 
under any and all trade and tariff conditions 
imposed by the government." 
That is in there because GATT negotiations are proceeding 
and I suppose will over the years, continue. It may not 
be generally known to all persons but umniess it is 
changed within the last year, Canada is the only signatory 
to the agreement that implemented that agreement by 
legislation which became effective on June Ist, 1950. 
No other country has implemented the agreement by 
legislation. In consequence, our markets have been 
_ Wide open to the fiow of goods while their markets 
because of exchange restrictions, import licenses and 


sO on, have been shut to us and as you know in many 
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cases they have made use of the ‘escape clause in GATT. 
Our friends to the south have, on more than one occasion. 
And so we have been penalized to quite an extent through 
our adherence to the agreement without any departure 
from it. 

This sentence here is merely a statement to 
the effect that we think we have proceeded far enough 
with that at the present time until the others give 
some signs of co-operation. GATT was Supposed to be 
a reciprocal trade agreement and there has been a 
distinct lack of reciprocity so far. 

THE CHAIRMAN: Well, I expect the 
government is well able to take care of itself but 
I suspect they would not think that an assistant 
Deputy Minister was the person to announce government 
policy. That was the only point I want to make . 

MR. GRAUER: I don't think it could be 
taken for granted, however, that the only way you could 
have secondary industry certainly as it extends to a 
healthy business is by crippling the natural resources 
ads tvs . There is a bit of implication which might 
be read that way; in other words, I don't think we 
will have to take for granted yet that we cannot have 
a healthy natural resources industry plus a healthy 
and reasonable secondary industry. 

MR. TURNER: No, I would hope that you 
would not take from this presentation that it either 
implied or said that we had any intention of expressing 
the view that extractive industries should -be hampered 


or crippled and just to be awfully forthright about the 
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whole thing, they are great users of the products of 
our own industry and between the two divisions of 
industry we can hope to prosper. 

i é MR, GUSHUE: That was why I asked that 
question. I think the answer was quite clear. 

THE CHAIRMAN: JI think Mr. Grauer has 
made avery good point that what we want in this 
country is prosperity in all industries. 

MR. TURNER? Yes, thatis right. The real 
issue is how best to establish a diversified economic 
structure in Canada. 

THE CHAIRMAN: Well, thank you very much, 
Mr. Turner and Mr. Simpson and Mr. Lougheed. We are 
pleased to see you back, Mr. Lougheed. 

We are pleased to welcome you to this 
Commission, Mr. Goss. If you will icekenl your sub- 
mission on behalf of the Canadian General Electric 
Company we will mark it Exhibit No. 162. 

| MR. GOSS: I think, Mr. Gordon, in the 
interests of saving the time of the Commission I would 
like to take two of the questions you have asked and 
comment on them and dispense with the reading of the 
brief if I may. You have it and I believe that there 
are two areas here, where perhaps we can be helpful. 
The first is the general area of a comparison of 
manufacturing efficiency and costs. : _" : 

I think in approaching the matter of the 
comparison between the European countries, the United 
Kingdom and the United States that there are three types 


of manufacture that pretty well cover the situation and 
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I think we get a much better picture if we treat those 
separately rather than as one bundle. 

Suppose we take the custom built equip- 
ment, the larger power transformers and water generators 
where you have in general equipment that is of a general 
purpose nature and not highly specialized, not as much 
mechanization. The equipment is custom built. 
Specifications may run to 150 or 200 pages requiping a 
great deal of engineering. The labour content may 
approach 50 percent of the manufacturing cost. In that 
case the wage differentials are quite important. While 
there are some variations between those areas we are 
discussing in material cost, they are not nearly so 
important as the labour cost. There, in comparison 
with the United States, our costs are pretty much a 
stand-off. We have somewhat lower labour cost, 
somewhat higher material costs, but the difference is 
not very great. 

Then let us go to the other extreme and 
take electric light bulbs as an example of a type of 
product that lends itself to high mechanization and 
mass production where the investment per employee is 
fairly high and where the labour product is generally 
low. In general light manufacturers run in units of 
500 or 350 employees in a factory which allows pretty 
full mechanization and we are competing with the 
United States pretty much across the board in that 
type of manufacture. We can produce a 60 watt lamp 
bulb for perhaps the same price or within a very 


narrow percentage of the cost it could be produced for 
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in the United States. ened . 

The third type is one which at first 
glance you might not. think was a very good example 
and that is the heavy domestic appliances and. fixtures, 
in general washing machines, refrigerators or heavy 
electrical appliances. There, about the minimum mass 
production plant that you can build will have an 
inherent capacity of two shifts or 80 hours a week or 
between 200 and 250 thousand units a year. They just 
don't come in any smaller packages but you have got to 
have one of finishing equipment, one of punch presses 
and one of each of the elements or groups of elements. 
However, if you had a 25 percent capital investment on 
that initial investment you could double it if in that 
plant you produced 500 to 700 thousand units a year and 
it is quite easily to establish by the typical plant which 
I have shown you. 

Now, what does that mean? It means that | 
your costs are going to continue and continue until you 
reach this optimum size of plant and there is an appreci- 
able difference between the initial investment you make 
at 75 percent of your production and half your production 
and the ultimate with the additional ¢c5 percent. investment 
can double the production. We are in the position in 
Canada in 1955, the total refrigerator production was 
about 350 or 360 thousand. That is just about what the 
minimum facilities would produce if one manufacturer 
had all the business. We had roughly 19 manufacturers 
competing for that business SO we are at a considerable 


disadvantage with the well-rounded facilities that are in 
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the United States in mass production and large blocks. 

; Now, this advantage does not continue to 
increase indefinitely. The fact that the United States 
market is 14, 15, 16 times the Canadian market does not 
mean we have to close that gap to be competitive but it 
does mean until we are able to have a few well-rounded 
facilities, we are not going to have the production costs 
that are the optimum. That, I think, is a concept that 
we have to keep in mind in looking at that because the 
optimum size of plant to a considerable degree determines 
your cost. So I go from one extreme, the custom equip- 
ment where labour is the predominating factor to the 
other one, where the equipment and investment is the 
determining factor. Those have been helpful to us in 
assessing the various parts of the problem. 

I think we have to have more population 
and larger market and that I think a few manufacturers 
have to earn -- I would put earning with a capital E -- 
by performance a larger share of the marketin order to 
allow them to have better facilities that are competitive. 
The second part that I would like to discuss 
is the matter of engineering and research. In engineering 
and research there is a tremendous need in our industry 
and certainly in our company, for top-grade engineering 
should 
scientists. I think we/rather put stress on the quality 
of training of these men rather than on the numbers 
because I don't believe that numbers solve our problem. 
I think we have tended to dissipate much of the energies 
of technical people by having them in abundance and using 


them to do a great deal of clerical and routine jobs 
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rather than to relieve them of shat and give them 
laboratory and technical assistance. 

We have in our company really one, I 
would say, good laboratory set-up or we will have when 
we complete the one we are now putting in Peterborough 
but the technical laboratory to assist manufacturers 
in the areas of development and research again has a 
-- metallurgists, physicists, chemists and other 
specially trained technical men ine tO work as a group 
because in the main “taierts that we have to have to 
advance the art of engineering in our various fields 
we need more than the specialized talents of one, we 
need a group of people. I don't think we have done 
very much fundamental research and that is used 
broadly and 1 am restricting it to that research for 
new knowledge with no specifie product end in view 
but in getting into engineering development we .tend 
very rapidly to get away from the search for pure 
knowledge, to try to solve problems or come up with 
a new product. In the oane of the Canadian General 
Electric Company we have the full resources of the 
United States Research Laboratory and development 
jaboratories and we have leaned rather heavily over 
the years on those facilities. They are equally 
available to us as they are to the United States 
company but we have seen in recent years much more 
this need to attract top-grade men by giving them 
more original work in. the lab to do, more original 


work both for their training @nd the sake of 
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experience. The needs of our industry are different 
and there is no way in which the thousands of things 
made in the United States would compare to our market. 

Very briefly I am going to let my state- 
ment stand on that. The points are covered in the 
brief. 

THE CHAIRMAN: That is very helpful, 

Mr. Goss, and you have given us two most important 

views on it. Mr. Smith, the president of the University 
walked in just as you started your second point and I 
would expect he would agree that quality is more 
important than quantity when it came to turning out 
university graduates and engineers. 

I do want to say, Dr. Smith, how grateful 
we are to you for letting us have our meetings in this 
Senate Chamber. 

DR. SMITH: Very glad to have you. 

THE CHAIRMAN: I thought your remarks 
about the optimum size of plant was a particularly 
valuable contribution to the work of this Commission. 
That is the first time, I think, it has come up in 
such a clear fashion and it is certainly something 
that we need concern ourselves with. Mr. Goss, in 
talking about the appliance business you pointed out 
the total number of washing machines and refrigerators 
and so on that are actually purchased in Canada and 
related those numbers , 500,000 a year, if I remember, 
to the optimum size of plant producing refrigerators 

4 and you went on to talk about the importance of some 


Canadian manufacturers earning an appropriate share of 
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the market. Now, that seems to me a thoroughly 

important point you have brought up. In the appliance 
business in Canada there are a relatively large number 

of manufacturers who are attempting to divide up 

between them a relatively small market. Would you 

expect that over the years there would be a concentration 
in the hands of one or two or half a dozen of the larger 
or more up-to-date firms? 

MR. GOSS: I would expect and I believe 
that has been the pattern of most industries from the 
automobile industry on down, that as a product becomes 
well developed and has a relatively high saturation in 
the market, that the more efficient af dae ear Ana the 
ones who will do the best job of serving the public 
are the ones who come to the fore there. 

THE CHAIRMAN: But that does not apply 
necessarily to the more custom made articles, or 
does it? 

MR. GOSS: I think the situation is a 
little bit different there although I think the trend 
is the same. If you have a product where in the whole 
situation of its growth like an automatic reactor, 
technical progress is very important, to have 
Something that works is number one. As you get higher 
up on the growth curve where you have a number of 
producers who can make that then the emphasis is on 
development and the leaders who have maintained their 
position are in a better position to serve. In a well- 
established industry that is rather different in an 


Old industry for a new company to come into. After it 
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is established, it is expensive to do but I don't think 
there is an advantage to the mass production facilities 
and the heavy investment that you have on some of the 
appliances but I think you are continually dependent 
upon your engineering skill to keep you in the forefront 
there. : 

MR. STEWART: I would like to follow up 
both those points a little bit. You were emphasizing 
the case of the custom-built type of equipment, the 
man or labour factor, Might I take one case with which 
I am familiar in a very minor way and see if you would 
agree that what you said would apply in this case, 

There is an increasing installation of gas turbines in 
Alberta for obvious reasons at the present time. 1 
wmderstand that a European producer is very successful 
in getting these contracts. You probably know who I am 
referring to? 

MR. GOSS: I think I do. 

MR. STEWART: Is this strictly a difference 
in labour costs? 

MR. GOSS: No, I think the example that 
you pick, you have picked a product that is relatively 
late on its growth curve. There are relatively few 
gas turbines in the country in comparison to other 
prime movers. In that area the party who has something 
that is good and.which has proven that it works is all 
important. Once you have that, the cost of production, 
of course, allows you to sell that in a market in 
competition with a country with a higher labour cost at 


a better advantage. 
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MR. STEWART: So it is know-how at that 
stage? 

MR. GOSS: Know-how is very important at 
that stage, so much more important than it will be 15 
or 20 years from now. As far as I know today there are 
only two or three companies in the world who are pro- 
ducing gas turbines of the size you are talking about 
but 20 years from now there could be 10 companies in 
the world producing those. 

MR. STEWART: Then that is a pretty 
important implication for the development of atomic 
energy, isn't it? After all, here is a new field. 

If Canada is going to get well established in this 
field it must get in at the start and must get the 
know-how? 

AK? GUSSi =2 OS. 

MR. STEWART: In the case of the other 
types of industry, I don't want to press this much 
further than Mr. Grauer did, but it does seem where 
you have a limited market and where you have 19 
producers trying to divide it up that there would be 
a very strong tendency towards consolidation. Is 
there any trend like that in this particular section 
of the electrical industry? | 

MR. GOSS: Well, I don't --- 

MR. STEWART: What are the impediments 
to it? 

MR. GOSS: Well, of course, the impedi- 
ments are the natural structures of the companies that 


are in the field. Many of them are not in just this 


i 


ors sterd yabod woos I es tet 2A i RN 


— 


ore 
hewn 

Wig gery eh tp ok ag gps iio 
$s tnednéqeit ‘Prev et ‘wort-wonm essen = 2 
at ad {ftw $f mat? Snessvoqmt etom coum 08 .8 


-o1g 91s ow blrow oie at eotasqmoo sett 10 « 
quods gutted ots voy aste sit 16 sentdwd esp satout 
“nt astndqmod Of sf biuoe sted? won mo4Y easy OS Ik ie 
"i .ee0dt gatouborq bixow | 

Wierq 6 ef Jad? hedr “ ytaWwaTa Tam 
‘okmois to Insmaoisveb ost to2 nottsotlgmt dasd16q it 
.blett wens et ered (ffs redtA YE taal er ons 
etd at bedatidsdas Itew 353 od antog at sbsnst at 
afd ‘toy daum bas diste oft ts ot tog Jaum Jt E ont 


.B9Y 12200 . AM 

serto seit to 9as0 edd al :THAWATE .AM - 
doum abt aeetq of tasw 3*n0b I widaubat to ast we 
eterw mese eeobh tI gud .bID r98Ls8ID SIM cuscit eset 
 @L eved moy stondw bas doxvrem bettintl s evad ae 
sd bluow stort teas qu dt sbhivib od gates vonscgil 
al .ndtésbifoenos ebiswot yonebaed gnoise crew Be 
notices talyottasq eldt mt tadd ott baste yas ene 


tyrtavbat Lsotijosls ont I 
+ g/n0b I ([feW 22200 . AM oo 


atoemibeqmi ead eis denWw :THAWHT2 .AM 


-theqmt eft .semos to .{feW :28200 . AM 
Jsd3 eelnsqmoo esHit to esivgourte [siwissan ont 918 edn 


aldd dest ot tom ots mort. to yasM .Blett od? ot - 


- 5743 - Mr. Goss 


field alone. They feel there is a future in the 
business and perhaps they can afford to invest some 
money for a few years in it and establish and build 
to be one of the leaders. 

MR. STEWART: In other words , we are 
not talking about simply specialized production. Do 
you have to take that into account? 

MR. GOSS: Actually most of the pro- . 
duction in Canada today ‘is in the intermediate stage. 
It is intermediate between mass production and custom 
built but the tendency is to try to build a full line 
of major appliances in the one factory and by utilizing 
these major facilities, by changing tools and combining 
operations approach an efficient operation which you 
might have if you had a large factory producing a 
single appliance, which is what we ao in our plants. 

MR, STEWART: In the research area you 
drew a distinction, I think, between what is sometimes 
referred to as fundamental research and the applied 
or developed mental activity and that is an important 
distinction. I wondered in the field of. pure research 
where you may need large laboratory facilities whether 
there is any possibility there of co-operative research 
between the firms in the industry. We have had from 
at least one other industry evidence of co-operative 
research in the more fundamental areas which could be 
picked up by any firm. 

MR. GOSS: I think that is possible. I 


think it is probably also possible to work out programmes 


at universities which might be supported by one or more 
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of the industrial companies with a common interest in 
the area. 

MR. STEWART: I can see in the case of 
what you refer to as developmental research that that 
is probably for the individual firm. We have had 
a good deal of emphasis on innovation as a new factor 
in competition today and that is an individual firm's 
problem. But in the more fundamental field, however, 
co-operative research amongst the firms by using the 
facilities of universities, where do you feel that 
government agencies come in in this area? 

MR. GOSS: Well, I think the atomic research 

, with Atomic Energy of Canada Ltd., the project on the 
first reactor is a good example of an individual industry 
and utility. 

/I believe it would be in those broad areas, that is, 
Where you are really looking for knowledge, because 
as soon as you approach the design of a product then 
the companies interested come to the forefront in 
wanting to have superior design in their own product. 
a MR. STEWART: Have you any views on the 
quality of engineering students? — Can you in a word 
Say what you mean when you say "quality™ in an 
Gee tiiserine graduate? 

MR. GOSS: Well, I will have to put this 
as a personal opinion but I will be glad to answer your 
question. I think we look for two things in engineers. 
One of them is balance in the individual. That is the 
ability to get along with people, the ability to have 
or develop common sense, that is, to bring to bear in 


his area a reasonable amount of ingenuity, willingness 
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and ability to order. some of his own affairs and some 
of our very best engineers are well-rounded men in that 
area. I think we always look for that and we look on 
the other side for the outstanding specialist. He can 
be a prima donna of the first order if he is good enough 
because you can afford to give him all the help you can 
to help him develop along his individual line. We need 
the both of them. We need the outstanding specialist 
and we nned the well-rounded man. 

MR. GUSHUE : May I just follow up 
Dr. Stewart's last question? We had a statement yester- 
day which suggested that universities ought to turn out 
engineers and I think it went a little further, with 
knowledge of such things as cost accounting, office 
routine and procedures, writing letters and one thing 
and another. You don't seem to attach so much importance 
to that as the person who made that statement yesterday. 
You would rather see something different? 

MR. GOSS: Well, if I could retreat back 
to my well-rounded man that I think we are looking for 
the skills he does not have I. think industry could do a 
lot to teach him. 

MR. GRAUER: With respect to the optimum 
Sizes, the figures you give on page 7 are rather 
interesting. The refrigerator and the range fields 
both are somewhat below optimum size of one mass 
production installation and yet. you have 19 to 25 
Canadian manufacturers respectively, but when you come 
to the relative costs as between Canada and the United 


States there is only 15 or 20 percent difference. I would 
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have expected a much bigger difference. 

MR, GOSS: This is arrived at by the 
optimums of the total package of appliances we have 
to build because we build in one plant a full line 
of major appliances and by rotating our facilities 
we try to furnish an efficient operation but we Stiil 
have a penalty of 15 or 20 percent which is quite 
large in that figure. 

MR. GRAUER: Do you feel you are, as 
one manufacturer, approaching the optimum size of 
production? ) 

MR. GOSS: Oh, 15 or cO percent is a 
terrific handicap against amass production plant. 
There is one other thing we have to look at and 
that is if you have an efficient plant that will 
produce 700,000 a year and you are operating, let 
us say, at 70 percent capacity, your incremental 
cost of production if you can import it, is very 
much lower than your normal cost. 

MR. GRAUER: well, let me put it this 
way. If you did have optimum size plant here beyond 
which you would not make economy , would your costs, 
taking every factor into account such as labour and 
freight, etcetera, be lower than the same plant in 
the United States? 

MR. GOSS: It would not be very much 
different because our labour costs are not sufficiently 
different. I would Say slightly lower but I don't 
believe it would be more than 5 percent lower. 


MR. GRAUER: But given that optimum size? 
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MR. GOSS: Yes, I think there would be 
a stand-off, probably slightly favourable. 
MR. GRAUVUER: That is something we can 
expect to develop over the next 25 years? . 

MR, GOSS: I certainly hope so. 

MR. GRAUER: In respect to the automatic 
reactors, I don't know afi Dr. Stewart realized what was 
being done in this field. There is this actual reactor, 
the beginning of one secondary reactor and then there is 
this larger Sized reactor which it is hoped will be of 
economic and commercial use. 

MR. GOSS: Yes. 

MR. GRAUER: Do you feel that the iine 
we are taking there will put the Canadian manufacturing 
industry and the electrical field in a position where it 
can compete in that field having in mind the very much 
more diversified efforts which are going on in Great 

Britain and the United States? Looking ahead over this 


period we are supposed to look ahead, what would be your 


oe ee ee eo 


guess as to the situation as far as Canada is concerned? 
MR. GOSS: Well, there again, this has to 
be simply an opinion based on the littie bit I know about 
the subject but we are certainly in a good position today 
to know what is going on in the power field. I think the 
research work that has been done at Chalk River is out- 
Standing and I think we are doing everything that can 
reasonably be done to develop such an industry in . 
Canada. We are hopeful for it. I am optimistic, but 
I am an optimist. 


MR. GRAUER: You have to be in this world. 
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Well, that is what I wanted to know, 

MR. GOSS: You can't. tie yourself down 
to any specific answer on this. at. this stage but we 
can put ourselves in a reasonable position as far as 
asking for knowledge is concerned. 

MR, GRAUER: JI think so, and we have the 
natural supplies, the uranium that is a factor in the 
total world bulk but there has been so much written 
about the activity and like this reactor, it seems. 
many of them have been sold before they have been 
investigated. 

MR. GOSS: Yes, there is one around the 
country selling a small reactor. I have seen no 
figures to date that even in the planning stage. are 
down to the level of power generation costs and.it is 
too much of a projection from where we stand today. 

I certainly think we are hopeful and I, for one, think 
that in entering a new field you always plan on 
invention because the necessity does bring it about 
and to a greater degree on a timetable. About the 
time that we have the need we can. come along and help 
the invention to fill in the missing parts. 

THE CHAIRMAN: Thank you very much , 
Mr. Goss. [It has been a very interesting and very 
valuable contribution. We are very grateful. 


--- Recess 


--=- After recess 
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THE CHAIRMAN: Well, Mr.Thompson, it is 


my pleasure to welcome you to this Commission parti- 


culariy as we started in the-electrical business together 
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and you had the sense to stay with it. 

MR, THOMPSON: I doubt though if you are 
so much improved as me over the years. I am bringing 
with me, however, more knowledge than I would have of 
the business. Mr. Kerr, Mr. McBain, who is the assis- 
tant to our president and Mr. Leyland. 

I believe some of. the things I am going 
to say in this short brief of mine have already been 
said and they are repetitious but since it is ald £ 
have I hope you will let me have the opportunity of 
reading it. 

In its letter of invitation to attend 
this hearing, the Commission expressed particular 
interest in four broad questions concerning the Canadian 
electrical manufacturing industry, with particular 
reference to our Company, the Canadian Westinghouse 
Company, Limited. I should like, firstucef Aalljate 
present my views and those of the Company on the 
Commission's four questions, after which I will con- 
elude briefly with some comments of my own on the 
overall question of government policy and Canadian 
industrialization. 

1. The Commissions's first question 
deals with the costs of production in Canada compared 
with those of the United States and the United Kingdom, 
and calls for an opinion as to whether these relative 
costs are likely to change in the future. 

The Brief of the Canadian Electrical 
Manufacturers Association, and. other. representatives 


of the electrical manufacturing industry, has already 
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pointed out that costs of production are definitely 
higher in Canada on mass-produced items than they are 
in the United States, and higher on most types of heavy 
equipment than in the United Kingdom. 

Item-by-item comparisons are difficult 
to produce in support of this general statement, partly 
because of the complexity of the considerations involved, 
and because producers in other countries are understand- 
ably at some pains to avoid disclosing their true produc- 
tion costs. Moreover, products manufactured in Canada 
and other countries, while they may be similar, are not 
necessarily identical. 

A study we have made of this question 
indicates, for example, that a 21-inch console television 
set costs cS percent more to manufacture in Canada than 
in the United States. A popular widee secs electric 
range costs 22 percent more to manufacture in Canada. 
This comparison, of course is on the bare factory costs 
and does not include engineering, distribution costs, 
etc., or dealer's mark-up,sales, excise or other taxes. 

| On the heavy industry side, it is virtually 
out of the question to get specific production cost 
figures from United Kingdom and European producers. 
The best estimates indicate that British electrical 
manufacturers! production costs are approximately 25 
percent below the Canadian manufacturer's costs for the 
Same types of heavy equipment. These items are nearly 
all custom-made for our market, and no Standard of ; 
comparison, item-by-item, has been obtainable to date. 


As to the future, we believe the differential 
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between Canadian and United States production costs 

in mass-produced items will tend to become less. As 
our own market grows, we will be enableito take fuller 
advantage of mass-production economies and other 
technical improvements. In fact, we have already seen 
this taking place, to a limited extent. This will be 
true, however, primarily for large-volume items, such 
as refrigerators, television, electric ranges and the 
like. There will continue to be a large cost differen- 
tial on items produced in smaller volume. 

The hoped-for gains in productivity in | 
large-production items, moreover, can be readily offset 
by the extent to which Canadian producers are forced 

to close further the present narrowing gap between 
Canadian and United States wages. | 
Average hourly wages in 1955 were $1.52 
per hour in Canada as against $1.88 per hour in the 
United States, as shown by the CEMA brief. But the 
rise in wages in the Canadian’ eiectrical manufacturing 
industry in the same period, a trend that could well 
hullify the advantage we have gained through techno-- 
logical improvements and our growing national market. 
Moreover, it must be pointed out that, because of 
regional variations in wage rates, electrical goods 

are even'now being produced in some parts of Canada 

at wages equal to or above those paid in some parts 

of the United States. Our own Company, for example, is 
paying average hourly wages in Hamilton of $1.82, 

which is substantially’ equal to the U.S. national 


average. 
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_ The heavy apparatus picture does not present 

the same relatively hopeful picture as that of mass- 

produced items. To a large extent the production cost 

differential between Canada and the United Kingdom, as 

well as West Germany and some other European producers, 

is partly the result of currency devaluation and partly 

| the differentials in wage rates.. Consequently, techno- 
logical advances do not affect costs in this area so much 


as monetary considerations and government policy, and ! 


) 

) 

| the production costs differential will continue to depend 
| on matters outside the control of the Canadian electrical 
| manufacturing industry. | 

. Il. The Commission's second question 

; concerns "the various factors which have brought about 
the spectacular growth of the electrical equipment and 
electronics industries in the past, and the prospects of 
a similar sharp expansion in demand taking place in the 
years ahead". 

The growth of the electrical manufacturing 
industry since the War has already been well covered in 
the CEMA brief. Our own Company's growth has followed 
a similar pattern. Any 

As to the future » it is our expectation, 
based on our own forecasts and those of the Ontario Hydro 
and other electrical utilities, that the industry will 
continue to expand rapidly, though the overall expansion 
rate may not be quite as rapid as during the last ten 
years. However, in some fields, the growth may continue 


to be rapid indeed. There are indications that electronics 


will continue to develop ata high rate; also the newer 
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fields, such as the various applications of nucleonics 
and nuclear energy. 
Apparatus for the production and distribution 
of electric power will take a decided upsurge, if the 
predicted increases in electrical utility systems for 
the next 25 years materialize. For example, Dr. Richard 
Hearn, Chairman of Ontario Hydro, recently forecast a 
five-fold increase in demand for electric power in Ontario 
in the next 25 years aon expansion at the rate of about 
84 percent per year. Our own forecasts indicate that the 
annual Canadian demand for new generators will epee 
from the current level of about 1 million kva per year, 
to 6 million kva per year by 1980; demand for power trans- 
formers will increase from 5 million kva to 22 million’ 
kva per year in 25 years, and demand for motors of all 
types will increase from the present 1,250,000 horsepower 
per year to 6,250,000 horsepower per year in 1980. 

The rate at which the demand for home 
appliances, radio and television continues to grow will 
probably depend on the rate of increasing industrialization 
of the country. Home appliances, radio and television, 
now constitute an increasingly large portion of our total 
business. While: the chewclt in the next few years may not 
equal that of the recent past, it is our expectation that 
this portion of the business will continue to grow. 

Everything considered -- and always assuming 
a continuing favourable economic climate, we believe the 
industry will continue to expand, and that this expansion 
will continue to outpace the growth of the Gross National 


Product, a trend that has been:evident for more than twenty 
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years. | 

III. The Commission's third question asks 
whether "further specialization in production might 
enable the Canadian industry to obtain an increasing 
share of the domestic market and improve its competitive 
position frewnadap foreign suppliers". 

This question, it seems to me, may have a 
double meaning. In one sense it may be an inquiry as to 
whether there would be any advantage to the industry or 
the Canadian people if the electrical manufacturers were 
to get together and divide up the market in such a manner 
as to give each producer a larger share -- or all -- of a 
certain line of products, -- I had not intended that you 

THE CHAIRMAN: 
you should get together, you know. 

MR, THOMPSON: I don't think so. 

--- thus increasing his production and 
enabling him to overcome some of the disadvantages of 
smaller production runs. This is a rather theoretical 
Suggestion which has been advanced from time to time 
by economists seeking to find a solution to the. problem 
of our relatively small Canadian markets. 

Quite aside from the question whether such 
an approach would be permissible under the Combines Act, 
we feel that it would be impractical, and in the long 
run destructive; it would be resisted by the industry 
and the customers alike, and it would not solve the 
problem. 

There is, first, the virtual impossibility 


of getting a large and highly individualistic group of 
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manufacturers to make»such an agreement, in which some 
would voluntarily withdraw from the business, or a 
portion of it, simply for the benefit of the others. 
Even if that bridge could be crossed, it would be 
necessary to bar out of the country any competitive 
products from abroad, in order to maintain a large 
enough market for the surviving producer or producers | 
really to reap the gains of appreciably larger production. 
Then there is the question as to whether 
customers would accept the fewer lines and smaller number 
of choices such a dividing-up of the market would produce, 
Experience shows that free competition, freedom of choice, 
and brisk competitive advertising and selling are what 
cause markets to grow. People do not by themselves | 
"demand" even such staple products as refrigerators. 
These had to be "sold" to.the public over a long, hard 
period a and they continue to have to be "sold"to the 
public. Without active, competitive advertising and 
selling, the market for any line will gradually diminish 
and dry up. In this sense, competition and all that 
goes with it is basically responsible for creating the. 
demand for a better standard of living, as well as of 
supp lying the things that go to make up that increasing 
standard. 
Finally, even forgetting the importance 
of all the previous factors, the assignment of any line 
of products to only one producer would inevitably 
result in arrested progress, higher costs, loss of 
Quality and other factors associated with monopoly 


production. It is vigorous competition that keeps up 
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quality, keeps down prices, speeds improvements both 
in manufacturing methods and the product. For all 
these reasons. we. believe any artificial method of 
reducing or eliminating competition in the electrical 
manufacturing industry, either by mutual agreement 
among producers or by government fiat, would soon 
have an effect just the opposite of that intended. 

On the other hand, there is another 
aspect to the Commission's question about specializa- 
tion which, it seems to us, does point to improvements 
in the industry's ability to perform, and which is 
beneficial both to the industry and to the people of 
Canada. 

This is the increasing specialization 
within the industry that is being brought about by the 
action of free competition. This development, now 
going on at an accelerated pace, is the one that has 
enabled the industry to support 457 different manu- 
facturers, Host of which produce only a single product 
or a single line of products. 

In modern manufacture there are great 
advantages to such specialization. It makes possible — 
the deve lopment of straight-line, integrated manufacture, 
in plants specifically designed for the product, and 
with equipment that reflects the optimum in the use 
of power, automation and semi-automation. It makes 
possible lower labour costs per unit of product, and 
permits the manufacturer to concentrate the thinking, 
efforts and skills of his people on the one product 


or product line, without wastefully scattering their 
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efforts or abilities over a larger area. 

The success of many smaller manufacturers 
in their single lines, plus general economic considera- 
tion, is tending to force the multi-line manufacturers 
such as Canadian Westinghouse to follow suit in one way 
or another. Our own Company in recent years has been 
removing production of some of its lines out of the 
central plants at Hamilton, into new, modern, straight- 
line integrated plants in smaller communities, thus 
increasing the degree of specialization in the manufacture 
of these lines. Under this policy, we have moved our 
Lamp manufacture to Three Rivers, Quebec; our Radio and 
Television manufacture to Brantford; our parts manu- 
facture for television tubes to Grimsby; our Lighting 
Division to Granby, and our small motors manufacture to 
Stratford. Other lines undoubtedly will follow the same 
course. | 

Throughout the industry similar movement 
is taking place. We believe this is a healthy develop- 
ment, which will act to produce more and better products, 
at lower cost, for the Canadian public, through the 
normal workings of free competition in the free enterprise 
system, 
| IV. The Commission's fourth question has 
three parts: (1) the degree to which the industry has 
stimulated research, (2). the amount of training provided 
for skilled personnel, and (3) whether the Canadian 
industry is faced with any special problems in these 
fields. has 

The part. of the question dealing with 
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research is much more complex than-it seems, since 
research, as such, is only part of the whole techno- 
logical process by which electrical products come 
into being. 

This process begins with product design. 
In the case of heavy apparatus, such as generators 
or switchgear, the equipment must almost always be 
designed to fit the specific requirements of the 
customer, and for this. reason a highly-trained and 
highly-skilled group of engineers must be maintained 
to carry out this design and development. Our engineers 
engaged in this kind of work in Canada are equal in 
ability and experience to those of any other country 
on earth, and constitute a national asset of untold 
value, since without them the electrical industry would 
soon grind to a halt and disappear. 

In mass-production items, such as house- 
hold appliances, television and the like, a great deal 
of design and development work also precedes production. 
In many cases, these designs are similar to those pro- 
duced in the United States; and it is more economical 
to adapt U.S. designs to Canadian manufacturing and 
customer needs than to design from scratch. 

In the field of electronics we have in 
the last few years developed a team of engineers, 
engaged in this highly technical field, that we believe 
is not equalled anywhere in Canada, and the counterpart 
of which is to be found in few companies anywhere else. 
This group has been able to develop or contribute 


Significantly to the development of entire projects: such 
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as guided missiles, torpedoes, atomic energy apparatus, 
and other pioneering engineering and research projects 
of great variety and outstanding success. 
Similarly, our electrical engineering 
group has been able to make a number of important 
Slicribubions to the development of electric generation, 
transmission and control. More than half of the electric 
power generated in Canada today is made by machines 
designed and manufactured by our Company. Among the 
contributions of our people to the electrical arts are 
new superior types of insulating materials, improved 
generator and switchgear designs, and the new Jet-Aire 
Circuit Breaker, which is expected to prove of major 
importance to the industry both in Canada and abroad. 

Research, as such, is an important part 
of this entire technological process. In addition, 
research laboratories are maintained for the selection, 
testing and improvement of materials and processes, 
and in some instances for the exploration of possible 
new products and product applications, the development, 
of new materials and the exploration of fundamental new 
principles. These latter eee of research, however, 
are costly, and can be sustained only by very large 
companies. For that reason, much of this speculative 
or exploratory branch of the research art is carried 
on by companies in the United States, and access to 
the results is available to Canadian companies through 
licensing arrangements and the like. 

As the Canadian industry grows, research 


undoubtedly will become an increasingly important function. 
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Our own Company has considerably increased its engineering 
and research activities in recent years, and will continue 
to increase them as rapidly as conditions permit. The 
electrical industry is based on research and technology, 
and can advance only through greater and greater attention 
to it and application of its results. 

As to training: our Company annually 
recruits a number of young men; engineering graduates 
of Canadian colleges and universities for the most part, 
though some are students in other fields such as 
accounting, business administration and the like. These 
men are given an intensive "post-graduate" course within 
the Company, lasting eighteen months to as long as two 
years. During this time they greatly widen their 
engineering knowledge and skills, and the Company at 
the same time be dwles acquainted with them, so that they 
may begin their professional lives well prepared and in 
positions best suited to their talents. 

The number of young men annually chosen 
for this type of training varies with the expected need, 
and in recent years, with the number available. There 
is, of course, a great and growing deficit of young 
engineers, both in Canada and in other countries, and 
there is much competition for them among companies of 
almost every kind, as well as government operations that 
involve technology. 

This is, in fact, the principal problem 
faced by the industry now in this area. It has been 
estimated that the need for engineering graduates this 
Spring in Canada will be 2,000 to 3,000, whereas only 


® 
i-ay @ 


wap fonitont ih! derisonon | a0 Sevesen Nevaeeat 5 a sie 
mo ktnesze ‘retaery bas iedkeTy dywordd yiao sorevbs” bh fit 
| (oe tween ed rte atc 
‘i Levens Nant ‘wo sgatnisTd ot en 16 
pe daubetg gabredmtyes qtem geivey to been aden 108% 
Sisq Yaom on? tOT sets terevinw bna sexe fos ‘ndeiata w 
h we doue eblert verivo nt adnobude ‘ome oMod | 
seed? oll ont ban nolseitatntabs asittend (2 
ntvty tw eenwes “staubsrg-deeq" svivnetnt ms ioe oe 8 

rc ows a8 gro! as ot antnom Meeddgte gatsast! | (yisqnod” a 
- “telt cebiw vUtsets vont emit etd? anid. j 
ae $8 asqnod ocd bas ,efLtde bas oyhsfwond gatieemh; 
yout tart of ,med? ditw betatserpos eemoved omits omae é 

at bos iain few esevtl fenofess tong ' ‘feds argeds 

7 “letoeisd thend of bod iva teed eno’ 
nevors sof Lesetiia com gwoy to tedmut sat” ©” a 

f been helseque ens mMiiw seltav anintert Wd eqy at bet 
i ered? .eideltave sedmun eds dtw (B189Y deaoer ‘at : 
anuoy to tiolte® gutworg bas tae%s s (2809 to 

bra ,colttanos. teito at bas abaned' at Avod '. eres 38 

20 asinegmos gnomes sed? OT MOLI LI9qmes nowm et —_ 
Jedd enqoitereqes tnematevog as aaee es bala yrave Fé 
| .wselontoot evfo’ 

: met dong feqtoniug ord .Jost Py vol etd? , 
need ead tI .eets atd? nt won yrienbnt ont yo beset 
eldd? estsubarg gaiteesnigns tol besn eit gad¢ bevemties 
vino enereiw .000,2 oF 000.8 od [ftw sbsaad at ° 


- 5760 - Mr. Thompson 


1,600 will be graduated. By 1960 it is estimated that 
the need will be for 3,500.to 4,000 engineering graduates 
annually, and only 2,500 will be graduated, 

Our Canadian shortage of engineers is 
further increased by the demand from the United States, 
and the generally higher slaries American companies can 
pay for able engineering and research personnel. Until 
now we have been spared some of this competition, so 
far as young college graduates are concerned, because 
of the requirements for military service in the United 
States. We understand these military draft requirements 
are now being modified in ways which will improve the 
attractiveness efuyrs? employment for young Canadian 
engineers. If this takes place, our own shortage will, 
of course, be further intensified. 

We have been meeting our Company 's extra 
demand for engineers in recent years by recruiting able 
engineers from abroad, particularly from U.K. and the 
continent. This has proved a valuable resource, and 
continues to supply us to some extent. But the 
competition for these engineers is growing more intense, 
and it will probably prove more difficult to get engineers 
from overseas in the future than in the immediate past. 

In any case, the only sensible plan for 
the long term would appear to be to develop our own 
engineering and technical talent. This will require 
a great deal of organized effort on the part of the 
schools, colleges and universities, of industry, and 
of the government. — But in. our opinion it will be quite 


necessary in view of the. country's expected industrial 
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growth and development. 
v5 ee conclusion, I would like to emphasize 
a point it seems to me must be very much in the Commission's 
mind as it concludes its deliberations and makes its 
recommendations. 
I believe we cannot take it for granted 
that Canada will grow as a well integrated and well 
balanced industrial country -- unless we plan it that 
way . It must be a matter of government concern: whether 
further industrialization shall be encouraged, or whether 
other portions of the economy shall receive the eaceuages 
ment at the expense of industrial development. 
Industrial growth is not a mere matter of 
statistics or the mechanistic operation of economic 
forces. It is a very human thing; it grows from human 
hopes, aspirations, imagination and energy » human needs, 
and human goals. It can take place only in the presence 
of reasonable assurance of stability in general egnatclEns; 
it requires time and advance planning on the part of all 
concerned. ) ry 2 . ae 
For example, we cannot have advanced indus- 
trial growth if certain types of industry are aaweye to 
be considered expendable in the interest of other sectors 
of the Canadian economy. We cannot have assured indus- 
trial growth if we do not create the right conditions 
for the training of greatly increased numbers of 
technical people to supply future industry's needs. We 
cannot have rapid industrial growth if we are always to 
be confronted by the danger of destructive competition 


from abroad, brought about by currency devaluation or 
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other governmental policies that give us no opportunity 
to compete and from which we have no protection through 
our own governmental policies. Finally, we cannot have 
the fullest long-range industrial growth so long as it 
is virtually impossible for us to find markets abroad 
for our Canadian manufactured products. 

Consider for a moment the plight of the 
Canadian manufacturer under present national policy and 
international trade conditions. 

The world's largest market for manufactured 
goods, the United States, is, for practical purposes, 
closed to the Canadian fabricator by the tariff adminis- 
tration practices of that country, the restrictive nature 
of which are well known. 

The second largest market for manufactured 
goods, the United Kingdom and the sterling area countries, 
is also effectively closed to Canadian manufacturers by 
currency restrictions. 

Compared with these two, the rest of the 
free world's markets for manufactured products represent 
a poor third -- and even in these, Canadian manufacturers 
have difficulty in making progress against competition 
because so little opportunity is afforded them to reduce 
costs by building larger sales -- either in their home 
market, which they are forced to share with others, or 
in the largest markets abroad, where they are not per- 
mitted to compete. 

Furthermore, Canadian manufacturers must 
meet wage rates and other labour conditions that are 


rapidly approaching those of the United States. In so 
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doing, they do not have the benefit of tariff and other 
protections such as are employed by the United States 
as a matter of national policy to sustain these wages 
and labour standards. In our home markets, therefore, 
we must compete with the manufacturers of the U.S., 

and overseas while paying these wages and meeting these 
labour standards, but without their protections, while 
at the same time their own markets remain essentially 
closed to us. J ; the 

Th we are to have stable, sustained indus - 
trial growth in Canada, we cannot have it by accident. 
Rather, the conditions must be established, and the doors 
opened, by planned action on the part of government. 
This will require policies developed for the conscious 
purpose of expanding industry -- as a means of providing 
jobs and income for our people, of making the most for 
Canada out of our raw materials and the products of our 
mines, forests and farms, and of further improving the 
comfort, happiness and security of Canadian life. 

THE CHAIRMAN: ~ Thank you, Mr. Thompson. 
By the way I forgot to mark your brief. It will be 
Exhibit No. 163. 

MR. GUSHUE: Mr. Thompson, in your 
reference to the necessity for reasonable assurance of 
stability, it seems to me quite strongly in your . 
thinking is the question of what you would regard as 
a proper tariff treatment for Canadian industry as 
against the United States industry, for example. 

MR. THOMPSON: We think in terms of 


proper tariff treatment and customs regulations. To 
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go back to 1950 or 1951 our industry was particularly 
hard hit by the devaluation of the English pound and 
their goods were flooding our country and the Americans 
were flooding our country. We appealed to the government 
for help and we were invariably told the trouble with 
the industry was that we were non-competitive, that 
we had less efficiency, that we were high cost manu- 
facturers and that we had better get more efficiency 
and get our costs down. I am not saying there is 
anything wrong with the government saying those things 
but I am pointing out that other governments in highly 
industrialized countries do not treat their people 
exactly the same way as our government treats our 
people and I am stressing the point again that the 
export markets available to us in the world are very, 
very few, indeed where our markets are open to everybody 
in the world. 

7 MR. GUSHUE: You are really pleading for 
equality of opportunity. 

MR. THOMPSON; At least we would like to 
have the opportunity anyway. We can do nothing about 
it. I don't know, but you don't like to have your hands 
tied behind your back. 

MR. GUSHUE: Is your complaint directed 
against the American market rather than the European 
market? 

MR, THOMPSON: The American market has 
not been taken very seriously by the Canadian manu- 
facturers in recent years because it has always been 


accepted that they cannot build up a suitable market 
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in that country without some action being taken by that 
country over night which would shove them out of that 
market. I do think if we were accorded the same oppor- 
tunity that the Americans are accorded in our market 

we would develop quite a trade in shipping certain 
kinds of goods. . 

THE CHAIRMAN: Mr. Thompson, when you 
were building up a strong man that you knocked down 
about the question that I asked, I wonder therefore -- 
and I am entitled to ask this question I guess s you 
state at the top of page 7; 

"Finally, even forgetting the importance 
of all the previous factors, the assign- 
ment of any line of products to only one 
producer would inevitably result in 
arrested progress, higher costs, loss of 
quality and other factors associated with 
monopoly production." 
Would you suggest that all monopolies are inefficient 
such as the Ontario Hydro or Bell Telephone for example? 

MR, THOMPSON: Well, I won't pick out one 
particular monopoly and accuse it of anything but I 
think we all accept the fact that it is the natural 
result of too much monopoly. 

MR, GUSHUE: At the bottom of that page 
you take the exactly opposite line, the company should 
specialize in one product, the only company anywhere 
in Canada and they are supposed to make some use of 
various resources. 


MR. THOMPSON: Speaking very largely, 
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possibly a little too much, from my own company's 
experience over the years we tended to concentrate 
all our production in one plant and years ago that 
was a good thing to do because we had one administration 
where production costs were small and we were able to 
pool a lot of our machinery and equipment. With the 
larger markets we are able to break away a lot of 
these types of items that we were building out of 
common facilities and put them into single purpose 
plants and we are finding that is one of the answers 
to our many problems. 

I would like to go back to a remark made 
here when you were asking Mr. Goss about the 19 electrical 
manufacturers in Canada. I think in our industry you 
will find that pretty near everybody in Canada who 
manufactures in Canada are all representative manufacturers 
operating in the United States, and thesel9 people, you 
will find them all national manufacturers and producers 
supplying the American market and I think it is accepted 
as a matter of pride and principle that they have to 
operate in Canada and that is why you find so many over 
here and I think in the course of time I don't think they 
will be eliminated from the Canadian market until they 
are eliminated from the American market. 

. | MR, GRAUER: Do you expect some of your 
competitors to be eliminated from the American market? 

MR. THOMPSON: I think the elimination 


will take place there first and then here. 
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THE CHAIRMAN: Are there not a number of 


independent Canadian firms? 
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MR. THOMPSON: Very few and those that are 
trying to act independently are trying to produce a line 
of products made by a manufacturer in the United States. 

THE CHAIRMAN: Well, would you agree that 
if there were substantially fewer of them that in the 
lines that should be mass produced costs would be reduced 
substantially? 

MR. THOMPSON: Not in relation to the 
number of items produced because you must remember first 
of all we have materials that we have to buy in Canada 
which cost generally speaking more than they do in the 
United States. We also rely to a large extent upon 
items of a specialized nature when we purchase from 
the United States and on those items we have to pay 
the manufacturer's profit in the United States and we 
also have te pay the customs duty and these factors 
have a built-in higher cost in Canada apart from our 
own efficiency. 

THE CHAIRMAN: But there is the all 
Canadian fact of lower labour rates here. 

, MR. THOMPSON: That is gradually ais- 
appearing. As I pointed out in our own company in 
Hamilton we are paying rates in some cases higher than 
rates that are paid in competitive firms in the United 
States. 

THE CHAIRMAN: On the average though? | 

MR. THOMPS ON : On the average, of course, 
Canadian rates are lower. 3 ban. 

_ THE CHATRMAN: Well, thanks very much, 


Mr. Thompson. Nice to see you. 
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--- Recess 
--- After recess 

THE CHAIRMAN: If you will come to order, 
the next submission, 164, will be presented by Mr. Titus, 
the Vice-President and General Manager of Canada Wire 
and Cable Company Limited. If you would like to proceed, 
Mr. Titus. 

MR. TITUS: I introduce Mr. E. G@. Fraser 
of our Market Research Department. — I brought him to 
answer questions that might throw me. 

The Commission will appreciate that what 
is presented here is one man's opinions, based on 
experience with one company . However, it may possess 
some validity as the company is probably the largest 
wire and cable company in Canada and of course, through 
competition and technical societies, has some knowledge 
of competitors' developments although we do not know 
their costs. I should state also that my experience in 
the telephone cable field is limited. This memorandum 
Should not be considered as applying to that field. 

The Chairman, in his letter of November 2, 
1955 to Mr. Bradfield, suggested the subjects: 

A) Costs of Production versus those of 
United States and the United Kingdom, and the relative 
changes in the future. 

B) Possibility of increased specialization 
reducing costs. 

C) Stimulation of research and training 


of skilled personnel. 
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A) COSTS OF PRODUCTION VERSUS U.S. AND U.K. 

The so-called Knox Report prepared for 
the Canadian Electrical Manufacturers Association 
(of which I understand the Commission has a copy) and 
the brief submitted by CEMA to the Commission, I believe 
cover the broad aspects more comprehensively and 
authoritatively than could this writer. I may say that 
I endorse the Report and the Brief. 

So far as wire and cable specifically are 
concerned, it would appear from the evidence of competi- 
tion that: 

A-1) United Kingdom Competition 

The impact of the very low wage rates in 
the United Kingdom is greatest in such products as 
underground power cables, which are made on relatively 
low speed machinery. This becomes especially so in high 
voltage cables. Very substantial orders have gone to the 
U.K. for 120 Kv, 230 Kv, and one 300 Kv cable, although 
extra high voltage cable has been produced in Canada in 
large quantity since 1927... 

A further problem with this competition is 
that since each contract is a "special", it is difficult 
to arrive at a "Fir Market Value for Home Consumption". 

_ A-2) U.S. Competition 

oe Schedule 1 attached illustrates comparisons — 
with U.S. prices and in consequence, of approximate costs. 
It will be seen that: 

- / (a) Power Cables (Schedule l, page 53) - 

| produced on relatively slow speed machinery - Canadian 


prices actually below U.S. domestic prices, 
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(b) Bare Copper (Schedule 1, page 1). - 
produced on high speed very heavy expensive machines, 
with long runs of one size at a substantial advantage. 
Canadian prices close to but slightly above U.S. domestic 
prices. The costs should gradually come closer together 
as Canadian market increases in volume. 

(c) Weatherproof Wires. (Schedule 1, Page 1) 
The same factors as for Bare Copper apply but with the 
additional rather heavy handicap to us of substantially 
higher prices for cotton and saturators. There seems 
no tendency for this handicap to decrease. 

(d) Magnet Wires (Schedule 1, page 1) 
Produced in large volume but at quite low speeds with 
one man attending several machines. It will be seen 
that Canadian prices are below U.S. prices. This, 
however, probably is deceptive as to cost comparisons 
Since Canadian prices have been held at abnormally low 
levels in order to assist Canadian motor and appliance 
manufacturers to meet competition from low wage rate 
areas. That may sound rather magnanimous but what we 
are trying to do is keep our volume up enough that we 
can carry our overhead. U.S. costs, due to lower bare 
Wire costs should be lower than Canadian, but should 
draw more closely together as Canadian volume increases. 

(e) Building Wires and Flexible Cords 
saute 1, Page 2) - Here we feel most strongly the 
impact of wires and cables mass produced at high speeds 
in long runs. Our labour rates being close to theirs, 
they enjoy substantial advantages over us because of: 


a market somewhat over ten times ours. 
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They are able to utilize highly specialized wire drawing 
equipment and long runs of one size. This advantage 

I feel will decrease in time as the Canadian market 
grows substantially and we are justified in buying 
higher priced equipment. However, they probably will 
always have some advantage in this respect. 

‘U.S. specifications frequently are not 
as rigid as ours and as the Electrical Inspection 
authorities in Canada come under Provincial jurisdiction 
While Customs come under the Dominion, it has not been 
possible to get co-operation which will stop the importa- 
tion of substandard wires and cords, -- our old friend 
the British North America Act. 

THE CHAIRMAN: You are not suggesting we 
amend it, are you? 

MR. TITUS: God forbid. 

Furthermore the present anti-dump procedure 
has not been effective in these products. The comparison 
between Canadian and U.S. prices on flexible cords is 
based on published price lists of avery large U.S. 
producer. In spite of these we find that over 4S percent 
of the C.S.A. labels issued in 1955 were to U.S. manu- 
facturers. Mr. Chairman , I would like to put in there 
when I say 4S percent of the C.S.A. labels I am referring 
to flexihile cable only. . set 

THE CHAIRMAN: What is a C.S.A. label? 

a MR. TITUS: That is the Canadian Standards 
Association who have to be satisfied that the product 
meets the specifications. They issue to us labels which 


we actually apply and we commit ourselves that they are 
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correct but from time to time they come into our plant, 


7 


inspect us, pick up our stuff out in the field so that 
 tgey are sure we are not cheating, but a Canadian 
Standards Association label in fact certifies that the 


product meets the specifications of the Canadian Standards 


Association. h and f 
(f) A.C.S.R. (Aluminum Cable Steel | 
Reinforced) (Schedule 1, Page 3) - Here the Canadian 


consumer enjoys an advantage over the U.S. This is likely 
to continue. 
B) REDUCED COST THROUGH INCREASED SPECIALIZATION 
It is not quite clear to me how this can be 
applied to the wire and cable industry in Canada. It 
would be inferred that this must be accomplished by 
abandoning one or more lines to competitors either in 
Canada or foreign. Any such arrangement as allotting 
products among Canadian manufactures would appear likely 
to fall under the peculiar eye of the Combines Investiga- 
tion Branch of the Department of Justice. In the spirit 
in which it is at present administered, I, personally, 
would not care to enter any such discussions. 
THE CHAIRMAN: You had some experience 
along that line? 
MR. TITUS: My sentence has been deferred 
so I am not wearing stripes today. 


As to abandoning lines to foreign manu- 


ee ee oe 


facturers -- this I feel would be highly to the dis- 
advantage of Canada especially at a time of an expanding 
economy and at a time when self-defence calls upon Canada 


to increase her skills and industrial self-sufficiency 
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rather than weakening them. It was fortunate indeed for 
Canada that we had a wire and cable industry when the 
only manufacturers of polyethylene radar cables were in 
_ the U.K. and under intensive bombing. We were chosen 
: to produce these in North America and for some time 
supplied both Canada and the U.S. The invasion of 
, North Africa would have been handicapped seriously had 
it not been for Canadian produced radar cables. 
I feel that more, rather than fewer, 
types of wires and cables will be called for. Economy 
will lie in volume reaching such size that companies 
can decentralize operations when the volume of one class 
permits setting up a separate plant for a principal 
elass of product. This phase is now dawning in 
Canada. 
C) STIMULATION OF RESEARCH AND TRAINING OF SKILLED PERSONNEL 
I have put this in because 1t might be 
felt we have not progressed upwards so I recite the 
basis to give our impact towards the future. 
C-1 Research 
) ) Research within the Wire and Cable industry 
has been applied principally toward adaptation of 
products to Canadian conditions and customers! require- 
ments, and toward improvement of raw materials and 
factory processes. For example, singe 1950 the company 
with which the writer is associated has increased these 


technical staffs as follows: 
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High Voltage Cable Engineering Department - from 
one-half to 10. 


Product Engineering Department from one-half to 10. 
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Product Technicians from none to 15. 
Test Labs from 5 to 20. 
Development and Chemical Labs from 3 to 24, 

I would expect our competitors would be 
somewhere in the same range as this, I don't know. 

Our 60 cycle test voltage facilities have 
been increased from approximately 200 Kv to approximately 
800 Kv. 

The technical advances have been startling - 
e.g. insulated cable operating voltages increased from 
69 Kv to 301 Kv and in many directions we have led the 
wy : 

(a) The first commercial aluminum sheathed 
cable on this continent. 

(b) The first aluminum sheathed extra- 
high voltage cable in the world. 

(c) The highest voltage cable system designed, 
manufactured and installed in the English-speaking world 
(301 Kv). 

(d) The longest, deepest, submarine power 
cable system in the world. 

(e) The first polyethylene insulated cable 
produced in America. 

(f) The first aluminum sheathed gas pressure 
high voltage cable in the world. 

The foregoing is recited as illustrations 
of pioneering developments, original thinking, and 
application research of Canadian manufacturers. Many more 
could be given. 


The trend is toward heavier costs in these 
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departments, dampened somewhat by certain pressures toward 
encouraging imports of our products into Canada. We . 
find it difficult to devote as much to this end as would 
be possible were we in a completely protected area as 

the United Kingdom or the United States. Under our 
conditions we feel our progress is most creditable 

and hope that we will be permitted bo do even more. 

In the earlier stages of a company's 
operations, frequently they rely for research and for 
technical information carried out in U.S. or U.K.,; 
paid for either directly by contract or if a subsidiary, 
indirectly. Might I go back and point out that these 
developments are by a wholly owned Canadian company, 
not a subsidiary of any foreign company . The company 
with which I am associated has now reached a size and 
stature such that we exchange information on an equal 
footing with U.S:, U.K., and European sources. The 
reason I mention this is to point out the importance 
of Canadian secondary industry generally being encoura- 
ged to grow to this position of independence and 
equality, and that has got to be by volume, 

On more fundamental matters or those 
beyond our equipment capacity, we have had occasion 
to make use of the National Research Council. As 
Canadian industry grows, the economic: value of HW .R.c. 
Will do so at a greater pace. However, it cannot take 
the place of the particularized ‘ies eeatitiont research 
within the industry itself. 
C-2) Training of Skilled Personnel 


There is a serious shortage of engineering 
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graduates and technicians in Canada, and I would like 

to stress that technicians guite apart from the graduate 
engineer. This threatens to become more serious. The 
writer's feeling is that this goes right back into our 
whole educational system, and I am not confining it 
purely to the university system. More money should be 
spent on education and especially on the quality and 
quantity of teachers, or we will fall behind Russia 

in progress and production. That is the key to the 
whole story. 

Within the industry the training of 
engineers and technicians is one of applying the 
principles they already have learned toward solving 
our problems, This we feel is the best way in which 
the skill and judgment of the man can be developed 
and enlarged, We also have training courses for 
prospective foremen, mainly toward the handling of men 
and administration problems. 

In the skilled trades we carry apprentices 
and _ them full opportunities to qualify for their 
trades. 

The engineers we ecnourage to improve 
their education by membership and active participation 
in their engineering societies. 

GENERAL ' As to trends: 

(a) The use of wire and cable will rise 
approximately in proportion to the consumption of 
electrical kilowatt hours in Canada. That is the 
closest standard we can find. They vary all over but 


that seems to be the closest. 
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(ob) Its export market will be variable 
and unpredictable until foreign currencies, economic 
policies, and the ratio of foreign labour rates to 
Canadian are stabilized. 

(c) There will be an increasing use of 
aluminum in the future, replacing copper. 

(d) There will be an increase in the use 
of aluminum as a sheathing material over cables, 
replacing lead, although I think lead will remain the 
dominant one. 

(e) Use of 110 Kv and higher voltage 
underground cable will rise substantially, and I think 
will rise more rapidly than the lower voltages, more 
rapidly than it does at present. 

(f) There will be a continuing, increasing 
use of plastics as a replacement to rubber, textiles, 
etcetera. : 

(g) An increase of technical skills will 
be required in productipi, application of products, and 
in research and development. 

(h) We will be subject to pressures to 
cheapen our products which is undesirable from a safety 
and performance point of view and our Associations, 
such as the Canadian Standards Association, should be 
supported in insisting on a high level of quality. The 
cheapness I refer to there is cheapness in price, not 
quality. 

CONCLUSIONS: - In my opinion the Wire 
and Cable Industry is faced with the problem of large 


capital expenditures for expansion and modernization of 
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plant. 

This, together with a need for increased 
research facilities, demands a favourable investment 
climate for this industry anda friendly attitude 
twoard secondary industries in order that we may 
compete for the investor's dollar. This requires 
assurance that foreign participation in our domestic 
markets be on a fair basis recognizing the much lower 
labour rates of foreign manufacturers and the exchange 
rates. 

The contribution of Canadian industry to 
the development and defence of Canada should not be 
hampered by an inadequate Wire and Cable industry. 

I would welcome any questions which the 
Commission may care to ask, and of course will endeavour 
to answer them to the limit of my knowledge. 

THE CHAIRMAN: Thank you very. much, 

Mr. Titus. 

MR. STEWART: I just noticed on page 3 
your reference to the aluminum cable steel reinforced 
and I was interested also in page S where you refer to 
the advances. That aluminum is mentioned a number of 
times in there but I take it that the congumercongoys 
an advantage because of the place which aluminum produc - 
tion has attained based largely on power resources? 

MR. TITUS: Yes, we are a primary pro- 
ducer of aluminum in very large volume. 

MR. STEWART: I suppose the advantage 
which we derive from that, is, however, dependent also 


on the possibility of developing aluminum production on 


> ‘. ie a he j Ar 
ne _— eo 
7 . A i, Mint my 


‘ : 
ae a 
t Air ~~ o an nee nee ow eee or 7 ri gre 
Scostis ae a Caines 
bsesetoat > 
i. 


a! 
geal 


io 


costae etan Bhs Rpidbes ont not 93 


vad | otseomob 180 al sottegtotoreg ngtexot tert 


ea Kt 


- cawot eonm ord Ratsingose etasd te? & 6 ed. nae 


saneioxe end bas enenetowtaman aytoro ‘0 eaten ae 


7 


a ot erseubat aatbaned to. no tdud txn09 ont 

; ed ton pluoda sbansd 0 eons teb bas seni 
i Yrdeubat sided bas orlW. vodaupebent ns va & 

ert rotdw enottesrp Une emoolew biwow ; a 

wovsebrs iitw SBINOD 4.4 bas «Hes og ees van. notes o 

. subel wom em to timtt oxi? oF mast rowan 

.floum YrIev voy Masdt 2 WAMATAHD auT oe oe 7 

2. sgnt. a Boation Seu I :TAAWETE . AM a 

 bsor0 tates foeve eldso muntmuls ent od eonereter OY 


o¢ teter voy etedw ¢ egeq nt cels betestetat esw : 


rr 


PL to seduain 8 beaolinom et muse Los s tad? -esonsvbs 
_- BXOL MS r9mveN9o edd Iadd th esd I jud stent nt eo | 
e ~ouborg user times £8 totdw sosliq edt te eheetes ogsdnavbe | a 
an! SasotMorsy adr fa YLlegusi bosad epterse aap f . 
, -O1g yiraming s Sts OW > a reuTrt . iM 


- .smslov egret wry at swritmuls to T8098 8 
: egetnsvbs edt seogqque I :TAAWITE AM | 
oale Jnsbasqeh .tevewod .et .tedt moult evineb ow dota 
mo m@tiouborq muatmyls yutqoleveh to ytiitdtessoq ent ne 


} 


aX Pw 20? vii eee 


, 
| 
; 


- 5779 - Mr. Titus 


the basis of export markets? | yt 
MR. TITUS: That is very true. 

. MR. STEWART: It seems an interesting 
illustration of the importance of a primary industry, 
doesn't it? : 

MR. TITUS: Quite right. Also I would 
point out the importance of the domestic market to 
the farmers and people of that nature if you raise 
the question, because I find it a little aifficult ~= 
many years ago we used to export in order to buy those 
things which we could not produce. Now, by a curious 
circumstance we have reached the stage that we must 
byy in order to ship our raw resources and the products 
of the farm etcetera, It has always seemed to me that 
for example in your farming industry, that one which is 
most suitable is the one which could sell most of its 
products into the domestic market. I could recite, 
for instance, ERO REE oF ot beef which nowadays 
is consumed in Canada. I can remember the time (I was 
brought up in a farming community) where a tariff 
suddenly goes on in the United States (this is back in 
about 1911, I forget whether it was before or after the 
First World War) and we are dependent on an export 
market, the following year loses his herd of cattle 
and farm and he is washed out. It doesn 't happen these 
days. He has got a domestic market. I think we would 
gain more per capita of person employed were they 
employed in a $1.50 or $1.75-economy than in a SO cent 
economy. I didn't submit this as a tariff brief. You 


just started me on my favorite subject. 
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MR. STEWART: It seems to me there are 
other resources in this country which should be developed 
only on the basis of a larger investment which involves 
a large market in excess of the Canadian market in order 
to get efficiency and peak production. 

MR. TITUS: Probably quite true but why 
do you develop those large farms? 

MR. STEWART: Because we happen to have 
them and we are abie to develop them relatively efficiently, 
dispose of them and in exchange get other things which 
we are not so well equipped to produce. 

MR. TITUS: Well, if you say "well equipped 
to produce" I take real issue on that one. I was brought 
up in a free trade family and the theory of free trade 
is that we produce things in the place where they can be 
most efficiently produced. That, I think you will agree, 
is the basis of free trade thinking, that the whole world 
or the whole economy of a group or a group of economies 
is better served if things are produced where they can 
be efficiently produced. That does not mean for the least 
number of slips of paper; it means in man hours, it means 
in economy of human effort. I would not be at all worried 
to face this 50 cent labour if it were $1.75. We produce 

: in Canada in the Wire and Cable business extremely 
; efficiently, I believe. I am not afraid to practice 
authentic competition on a per man hour basis or the 
basis of efficiency vis-a-vis the United States but I 
Say in the same market size I am not afraid of any 
country in the world and I say in order to meet them 


we have to get a market here large enough to get us into 
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an efficient size and we don't do that by abandoning 


a market but by building it up and you build it up by 

an increase in population and the population has to be 
employed in secondary industry according to the statistics 
I have read. a 

2 MR. STEWART: I thought this was an 
interesting illustration and I think that we are in 

a position according to the evidence which we have 
received to develop other primary industries of this 

kind and now that has to be part of our setting. 

MR. TITUS: I agree with you it is a vast 
and complicated thing. The only feeling I have and the 
only desire I have is to create an appreciation of the 
extreme importance of secondary industry as being the 
big employers of labour and a place in which the popula- 
tion of Canada could be absorbed. Things are not black 
and whites they are all shades of gray but I am only 
interested in the final long range thinking. ¥ on, 

THE CHAIRMAN: Dr. Stewart asked a question 
about aluminum because he was interested in aluminum 
amongst other things. Just before we leave aluminum 
there is another primary product in which your company 
} is interested and that is copper? de 
MR. TITUS: That is right. 

; THE CHAIRMAN: Would you think from what 

| has been said that aluminum will replace copper or will 
there always be a use for copper? e 

| : MR, TITUS: There will always be a use for 
both of them. I think if you look at the two of them 


together the proportion which aluminum will enjoy of the 
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overall consumption in the Wire and Cable industry 
will rise. There are some things for which aluminum 
is positively the thing to use. Our company, while 

we are controlled by our copper company, we are a con- 


version company, we don't flaunt it either way. As a 


, 
; 


matter of fact, we are one of the biggest consumers. 
AS a matter of fact, somebody told me we are the third 
largest customer of the Aluminum Company of Canada. 
But I &eoept as the economy rises I would expect there 
would be iKhudedsed use of aluminum proportionately. 
Mr. Fraser things much more so than I do. 

MR, GUSHUE: Does the expomb trade play 
any part in the activities of your industry? 

MR. TITUS: Some. I have seen it go as 
high as 15 percent but that was under peak eonditions 
when copper was available in Canada and nowhere else. 
We have done a fair export trade but it is an un- 
predictable trade. ‘It is one that we can't rely on. 
At one time we were one of the biggest suppliers of 


{ copper rod into the United Kingdom but there was an 


embargo against us until about a year ago and we were 
then permitted to ship only in a minor way. In Canada 
wire and cable people by and large are dependent upon 
this little area here. We are shoved out of that one 
and shoved out of that one and we have got to compete 
to keep that one. I think we are pretty healthy in 
Spite of it. 

THE CHAIRMAN: You have got to be. 

MR. TITUS: Yes. 


MR. GUSHUE: I notice your costs are lower 
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in several items than United States costs, Are you 
barred there by tariff? | ) 
- MR. TITUS: Well, I think Mr. Thompson 
put it fairly well. I just would not bother trying to 
; move into the United States market in the atmosphere 
that is there but it would be very foolish to spend 
money trying to break in. / ena ; 
“ THE CHAIRMAN: Well, thank you very much, 
Mr. Titus. It has been very interesting and we are 
most grateful to you. 


We will adjourn now. 


(At 12:45 P.M. the Commission adjourned until 2:30 P.M.) 


mw Se Se Se oe 


brege oF HeLico? qev ot piuven.2h9u0, axed. eh 
oor a . amt Aasid of J 
Houma yrev soy amet thew AWAMATARD SHT 0) 
e18 su bas gatteeisint miev mesd. asd t1- uth? A 
OY OF 


Won mumotba Litw ew | 


(.M.1 O€:S Lldiy bemiwetbe no tea Lame end .M.4 anest 


- 5784 - 
AFTERNOON SESS I OWN.. 


APPEARANCES : . , 

Professor W.H.Watson, Director of 
Computation Centre, Head of Physics 
Department, University of Toronto. 

Dr. Calvin C. Gotleib, Assistant ~~ 

_ Professor of Physics and Chief Computer. 
J. @. Glassco, Accountant with | | 
Clarkson, Gordon & soe corre 

Mr. Earl Hauser, 


Mr. Carl Gibson 
Mr. Geo. Richerdgon 


THE CHAIRMAN: We are very pleased to 

welcome you, Professor Watson and Profesor Gotleib. 
It was good of you to let us have this submission of 
yours in advance which has given us a chance to read 
it and do some thinking about it. We will mark it as 
Exhibit 165. rie 

And if you would like to present it to us 
We might as well get started. 

PROFESSOR WATS ON : The submission from 
the Computation Centre of the University of Toronto 
deals with the effects on productivity due to electronic 
computing devices and with your permission I propose ba 
summarize its contents emphasizing several points and 
to leave as much time as possible for your questions 
and the answers that Professor Gotleib and I hope to 
give. . 9) ie LE neds 

We consider the effect under five heads: 

1 Clerical Work. 

2 Economic Planning. 

5. Computing in Engineering. 

4 


Electronic devices in Scientific Research. 


O1 


‘ Industrial production. 
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) _ We have drawn attention to the notable 
increase during this present century of the number of 
clerical workers relatively to the total labour force 
both in Canada and in the United States and explained 
why the complete mechanization of record handling, | 
accounting and other office functions seems inevitable 
in the not too distant future. On the one hand, . 
manpower is released from clerical work and on the other 
the machines are going to play an increasing role in 
economic planning. Both of these may be expected to 
contribute to productivity. . Computing machines make 
possible the mathematical solution of problems that 
reflect the needs of operating plants and businesses. 
It is this aspect of economic planning that I wish to 
emphasize because it seems to hold possibilities for 
great change in the fabric of economic organization, 
not only of Canada but of the whole world. 

On the basis of United States experience 
it may be claimed that management has now reached the 
technological level of requiring mathematics -- and I 
do not mean elementary mathematics my to plan large 
scale intricate operations. The potential role of 
-computing in economic planning at governmental level 
and in private business, however, has not, in our 
opinion received the attention it deserves in this 
country and the potentialities for business latent 
in mathematical skill and understanding seem not to 
be appreciated. 

The rate of development of these new 


techniques and their effective application to get the 
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optigum. economic result from. our resources, men and 
material, depend on research activities well known in 
science and engineering, _ An investigation may be 
directed into the operation of a business. or industry 
regarding it as a process to be treated mathematically 
| using actual records of the operation. = = : ty | 

_ . The essential difficulty in using computing 
machines properly is to get the man who really understands 
the operations .to be investigated, to spend the time 
required to learn the technique of using the machine to 
the best effect. The great danger is that the possi- 
bilities opened by the invention of computing machines 
will not be properly exploited. . Ls 

In engineering, of course, the outlook is 
very much brighter. It is already obvious that much more 
detailed design calculations can be undertaken with a 
large computing machine than without it. This means 
that more scientific knowledge can be brought to bear 
in engineering. Besides, arithmetical drudgery can be 
reduced in large measure and engineering manpower can 
be made much more useful. _ 

We have emphasized the importance of 
attending to the efficiency of research which. can produce 
changes in productivity out of all propertion to the sum 
of money and human effort required to do the research. 

_ The fraction of national income that should be invested 

| in intellectual activities connected with how we get, 

_ store and use information of all kinds in all kinds of 
work need not be large. Nevertheless, by these very 


activities that investment can be made increasingly 
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productive. ‘It is our opinion that research investi- 
gations into the theory and use of computing and data- 
processing machines have the possibility of affecting 
national productivity over a generation to a much greater 
extent per dollar invested than any other activity. 

As to industrial production, we have indicated 
that it is the use of high speed computers in many phases 
of industrial production that constitute the real novelty 
of modern automation, This is our main Papas for referring 
to industrial production. 

I now come to our forecasts and recommendations 
which I propose to read. 

There seem good grounds for forecasting that 
the application of. electronic machines in all of the | 
activities that we have just discussed is going to expand. 
In part this will be brought about through intellectual 
pressure in management, but the main floodwill be released 
by economic necessity. How long it will take to affect 
Canada's economy is not easy to assess. It has been 
estimated that the present rate of development in the 
United States amounts to doubling annually the use of 
machines. If we accept five years as the period ,required 
for the United States practice to be adopted on a signi- 
ficant scale in Canada it might seem safe to predict that 
in the quarter century of Canadian growth which the Royal 
Commission was directed to examine, only the latter half 
of that period will be seriously influenced by the effects 
we have indicated. Nevertheless there are already signs 
of business development in Canada by United States 


engineering firms bringing into this country an enthusiastic 
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appreciation of the future of electronic devices. It may 
be prudent, therefore, to qualify our estimate in this 
respect and warn that the significant effects of these 
machines may develop in Canada even in less than ten 
years. Since at that time the population attaining 
school-leaving age will have reached the high level that 
is now engaging the concern of university administrations, 
it should be evident that in planning for the future the 
potential transformation of opportunities for employment 
should be taken into account. 

(1) We should undertake now to encourage 
young men and women to under#6 training in general under- 
standing of the uses of machines so that there will be 
created the staff of competent instructors that will be 
required to meet the demand first in night school classes 
and later in technical schools, engineering colleges and 
universities. Since these teachers should be university 
trained, so as to emphasize the role of understanding as 
opposed to technical training in the operation of vere 
cular machines , Lt is evident that in the universities 
formal instruction in the principles of computing con-_ 
trolling and data-processing machines and their applica- 
tions should be instituted in appropriate professional 
and Réndur courses as soon as practicable, SHEKEL 

(11) At a more advanced level, interest 
in these matters should be encouraged also. It may be 
found that just as industrial and scientific research 
is made available to industry through the National Research 
Council, the needs of many businesses interested in using 


modern aids, but not having the staff to conduct their 
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own investigations of possible systems of operating 


in their own work should be met through BAgGiiem 


organization modelled on the National Research Council 
but concerned with economics, computing and automatic 
systems. ‘The services of an expert staff could then 
be purchased by private organizations seeking unbiassed 
technical advice. At the same time government would be 
aided in’ the analysis of its own technical problems 
connected with mechanized operation in the work of its 
departments. | : | 

Another function of such a body would be 
to stimulate and govern the financial support on a 
national basis of research in economics and other social 
sciences in Which, without machine aid, statistics 
cannot be effectively managed. 

(141) Since we stand now at the opening 
of a new era, now is the time to put in hand well- 
considered plans to provide for the new things. Much 
that should be done’ resembles what was required to 
adjust the nation to the impact of science earlier in 
the present century. The important new factor is the 
acceleration of change in the fabric of economic 
organization. It seems now for the first time in 
history that man has the means to give his intelligence 
time to cope with the effects of his own inventions, and 
to overcome some of his economic difficulties by the 
techniques that have produced the remarkable achieve- 


ments of modern engineering. These techniques rest on 


_ Well-established physical theories which are applied 


through mathematical analysis and electronic computing. 
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There is already sufficient evidence on which to build 
confidence that. economic control can be managed in like 
fashion wherever the information on which the system of | 
control is to be based is adequate and timely. Accordingly 
investment now in such economic research is highly 
desirable to gain experienece.in the operation of limited 
systems in relation to theories of .control, to find 
out how well techniques based on computing and data- 
processing machines work, and to stimulate academic 
economists to a proper appreciation of the new subject 
that lies open to them. We have advanced a proposal 
for putting economic research on a good footing in Canada, 
we suggest that some such plan be initiated immediately 
by the Federal Government . 

(iv) In our judgment the main effects of 
the wide use of machines will concern the kind of work | 
done in large cities. Clerical work as we know it today 
will almost certainly disappear in a generation. It will 
be necessary therefore to alter the educational curricula 
in practical courses leading to office work; it will be 
necessary to make plans for training many men and women 
to cope with new environment in their daily work. Parents 
should be informed of the new opportunities for mathema-_ 
tical talent. The value of technical training after school 
leaving should be emphasized to the public and the 
facilities for acquiring it should be enlarged. Provincial 
governments in their responsibility for education must 
give attention to seeing that no young person with the 
4 talent to benefit from advanced instruction in mathematics 


or engineering is prevented from doing so by financial need. 
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The conclusion of our submission is a 
substantial quotation from a United States journal 
which I think puts the matter in a very dramatic form. 

THE CHAIRMAN: Thank you very much, 

Dr. Watson. It seems to me in your brief that you 
felt that business men in Canada are not as aware as 
they should be of the potential advantages of using 
electronic computers and then on page 9 of your sub- 
mission the part that you just read, you said thats 
"Nevertheless there are already signs of business 
development in Canada by United States engineering 
firms bringing into this country an enthusiastic 
appreciation of the future of electronic devices." 

I have a feeling that the business community in 

Canada is not quite as uninformed about the poten- 
tialities as we may think. Certainly recent ex- 
perience of a firm that I know of, showed that there 
was a tremendous interest in the use of computers. It 
seems to me that the university here has given the lead 
in the work that you have done with the machine that 
you have and we will find that Canadian business men 
take advantage of these methods and machines as soon 
as they can get the equipment and as soon as they can 
get, as you very properly point out, the people to run 
them , to explain something about the theory as well as 
just where they shewld put the oil in and whatever you 
do to it. | 
I just have the feeling that there is a 
little more nowledge about the potentialities than the 


impression that you gave me, 
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DR. WATSON: Do you want me to comment 
on that? 

THE CHAIRMAN: Certainly. 

DR. WATSON: I have emphasized the role 
of mathematical thinking. I have found in my experience 
that there is much interest in the machinery and the 
gadgets. I am thinking of the needs of very special. 
people in this business and the need to make sure that 
where mathematical talant turns up some of it at least 
is going to be directed where it is going to be some 
good to the country and I have not seen many signs of 
that happening. | 

MR. STEWART: Is that the fault of 
industry that we are not developing this mathematical 
talent? 

DR. WATSON: Well, put it this way: It 
is one thing to make money, it is another thing to do 
a job the way you think it ought to be done and up to 
the present it has not been possible to carry out 
mathematical work without a computing machine that was 
much use to business. I think this should be admitted. 
But the role of research in which the business man looks 
on his business as something to be »examined the way 
that an engineer looks on a structure or machine or 
process and subjects it to an examination in order to 
find out what happens when he changes theories and 
conditions,on a machine has not been followed in business. 

I am in rather a difficult position, 
Mr. Chairman, here, in that I have information which is 


confidential and which I cannot disclose today but which 


Eatonge woaw 22 seen od 20 gutetse mt 
tect oxve evlem od Beenodt bas, 
deselL ds dt 20 eno. amt dante. Laotdematam m 

en08 od 0d gntog st tt eed. betoestb: od) 03; 
to eagte yasm meee tom sved I bas yxtmes edd, od) ; 


rau alae 6 oe eS 


20 $Lue2 ond dedd eT :THAWETE LAM oy | 
{sottsmeddem atdt gatqoloveb. ton exe ow sadt | 5: asso 


dt syew etdd tt tuq ffow ro 2TAW «AG 
eb oF gaidd xoptons et tl ,Yenom exsm.o3 gatit: 
od qu Bas emod od od ssguo th watt voy yew. edd 
duo, yr169. 09 eldtesoq aeed tom ead 2f snseeTq. ome 
ae tend entdoee,. gattvqnos 8 tvodttw, tow Leottam ke ‘ 
; -bettimbs ed bluods atid aatdd I .esenteud ot ea a sn 
| exool asm seonteud edt doldw ot dovseeet to slot odd aaa 


tw 


qew edt bentmsxes od ot gaidtemoa as aeontaud etd a 

10 saiidosm 10 siwsonutte & no exool tesnigas ns 3 

i o atebi0 alt notisnimexs as of tt atootdus bas e20¢ 
bas . selioen? widanaihe on sodw aaneqgsed tariw gue 

. seentiesd mut bewollol need gon ass enifiosm se ao, snol?fbag 
Mottieog dlvolttth 2 seddex ot ms I 

at dotdw cotisaoint eva I tadt at ,sied ,asmiisdd 4 
dotdw dud ysbod seofoetb donnao I dotdw bas Letimeb tine 


4 


- 5793 - Prof. Watson 


I have in mind when I make these remarks. 

‘THE CHAIRMAN: Well, as far as the shortage 
of people who are trained ‘in higher mathematics is 
concerned, I would think everybody will agree with you 
on that substantially: I do think, though, that on the 
lower level people do appreciate that the new gadgets, 
as you refer to them, can do a job which really cannot 
be done any other way without tremendous expenditure of 
time and effort. 

I think that a number of people in Ottawa 
are becoming conscious of the fact that. the very con- 
Siderable amount of paper work that has to be processed 
in government departments perhaps can be simplified and 
streamlined if they were more intelligible about the 
use of these activities and this Royal Commission has 
enlisted your services to do some processing at the 
university here for us, but I think it would be useful 
perhaps for us to get some idea of the possibilities 
of the use of computers if you would just spend a 
minute or two in outlining the kind of work for which 
computers may be used both in industry and perhaps in_ 
any economic planning in government circles; _ in other 
words, I am trying to get you down to our level. 7 

DR. WATSON: Well, let. us eonsider the 
problem which is usually referred to as linear: 
programming ._ Suppose that one is concerned with the 
best choice of distribution of production among a number 
of manufacturing plants in order to meet a given 
geographical distribution of demand . There, the 


principles that go into the calculation are pretty well 
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known to the company but what they are not able to do 
without a computing machine is’ to explore which is the 
optimum distribution... This could only be done by 
carrying out a mathematical operation to get economically 
at the rate necessary. If one, for instance, had some- 
thing of the order ef 20 different places to which one 
wanted te send the goods: to be distributed, it might — 
very well be that you have 20 equations and 20 unknowns 
to solve. @his.is the kind of thing the machine can 
handle extremely painlessly. In fact, this kind of 
answer could be got sufficiently guickly that it would 
be a normal operation in the course of business. It is 
not something that requires a Royal Commission to get 
the answer to it. ati pe 

MR. STEWART: What if the quantity should 
be a function of price? 

THE CHAIRMAN: If we are going to be 
replaced by machines they might pay. us conversion 
compensation, j 

MR, STEWART; What if you didn't need 
functional relationship of quantity and price, what 
would you do? 

DR, WATS OW 8 I am not advocating that 
the machine is a substitute for judgment. No one has . 
ever claimed that a machine could make Judgments except 
those judgments which you place in it in a. programme— 
and you have obviously got to make use of information 
of this kind which is based on the best judgments you 
can get but nevertheless a lot of that judgment is 


based on experience and these machines can integrate 
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for you by going through past records. In ‘fact, it 
enables you to keep records which are right up to date 
and consequently you don't need to use all the imnéat- 
mation. esibie eet ti oe 
pe _.. MR, STEWART: I had a particular problem 
which I would like to know whether the machine could 
handle effectively. Supposing the Bank of Canada 
wanted to know the effect of raising the bank rate. and 
when it should do that, do you think it would be of any 
help to the Bank? | . 

DR. WATSON: Mr. Chairman, I protest; I 
am a physicist. This is exactly the point Imade. I am 
urging that the machine provides techniques which should 
be used by the people who know, the econmists or whatever 
it is. All we are doing here is to make a plea for 
exploring what can be done. We don't really know what 
machines can do. We have not explored this as much as 
it is going to be explored, but I don't think it will 
be possible really to employ machines effectively and 
economically unless you carry out these investigations 
and find out. 

| For instance, suppose one took the records 
of some large company which is operating at a very. large 
level so that we have got a tremendous amount of infor- 
mation so that in effect you would not indulge in this_ 
unless you had.a machine and you went to the machine and 
proceeded to consider what would have happened to the 
company if its policies had been different in carrying 
out its affairs, would the profits have been less or 


more On the basis of this information you could 


7 7 - eh 
+ aan ik ni ai, hen a rd i 


| | sie ted wih hier 
ubceeabateats as es oy weld 
7 i at x (ae alee geben ae a0 ; 


s)3 a) 
e)4) hae 


Pt eotdong matuonyaot 8 bad 


—« ij 


. Rak whet "eal ele: uneeniitee 200929 oitd wort 62" 
. ee ee ee eee 
, | Fats “idan iam oy 
: I tteatong Z (isiiekiants oti Ywoeraw ae | 8 he 
ms I eben T dutog ed? Usoaxe at atdt datonegdy ai ; 
bivode dotiw eeupladoet aebtverq entdosm ond tert gay ” 
Teversdw 40 agetmaoos sid ,woml odw eLqoeg ext yd Bow ea 
10% selq s osm oF af sted gatob ems ow ILA wana 7 
tow wood yifset t!mob eW .enob ed med tanw sitioleue 


ie _ 
~ 


= 


as doum ae ated boxolgxe tom overt oW  .ob neo sent oa. 
Lliw dt webs? nob T 3ed bowolgxe of ot gattog wt i 
has yevidoelte sentdoam yolqme ot ‘Lor ofdteeog: $ 
asoltagisveeval essed tuo Yrtso woOYy, aasiiw yilsotmnos e 

. | duo batt ome 

efrooss edd vwaes soo ssoagwe ,2onetent 16% ; 
ogisi yrev & 2e gaiteisgo el cdotiw yasquos egal enon te. 
~zolnt Io dnvome abobmeswis 2 toy eval ow tsdt os Love 3 
aldd al sglubat von biaow woy toeTie mf tard o@ nol sit 
baa sainoam scd of donew yoy bas eatdiosm « bed voy assela : 
on? 6? bereagad evel bluow tar tebLenoo oF babes ot oa 
gulyrrs) mi doevellth need ben setotloq: att bed qisqmoe | 
10 ee0f mesd ovad attiorg edt blvow .ertstis ett g ‘ 
bivoo voy nohtamrotet eftdit to etasd odd no . 90h 


oe aly © Cam 
- 5796 = Prof, Watson 


ascertain whether one policy would have. been more 
effective than another, This is surely a piece of 
information Which would be very useful to management. 
The computing machine makes it possible to iget this 
fairly painlessly. 

MR .. STEWART: But in any particular 
situation it would probably require a long: period of 
experimentation to determine just. how useful in your 
setting the machine would be? ... 

DR. WATSON: There is nothing different 
in this. This is how seclence goes, this is how engineering 
goes. You put a small bit of money in and when people 
play around and find what happens and then if they have 
an idea of what is going on they are able to talk about 
something different. The Chalk River pile that was put 
up in 1946 was braced by an angle affair which was. upheld 
by very low piers but which gave them very good reas 
fifmation that the notes on which the bigger pile was 
designed were correct. This is a principle of the 
pilot plan and it seems to me the computing machine's 
increased use in this same idea can explore possibilities. 

In regard to the question the Chairman asked 
I would like to draw attention on page 6 where allusion 
is made to a number of matters which have been taken up 
in the United States in a series of questions: 

"What is the most economical way oft. distributing 
power from hydro. electric and other sources? 
How should the interlocking problems of flood 
control and economic hydro electric power — 


generation be solved on an adequate regional 
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"scale? .Can the problems of. grain storage 
and transportation be tackled to the national 
advantage? How can.the management of our 
forests and fisheries benefit from improved 
- methods of handling the large amount of 
information relating to them?" 
Surely these are problems you could not have any benefit 
on at all unless you had very, very considerable computing 
resources. This matter has been looked into in the 
United States. It does not cost such a tremendous amount 
of money to do it, but the thing is we will be very much 
better off as a result of these investigations. I have 
tried to encourage young men to get interested in these 
matters and I find in the case of those who have to take 
actual decisions, of: course, they have had a good 
exploration in detail as to various possible schemes for 
getting these things in a long range way. 

MR. GRAUER: Well, this. process of 
experimentation that has been referred to, surely that 
price will be cut down largely between outfits that 
manufacture these machines and the business of the : 
individual community that goes on ‘all the time. . At the 
present time if you have certain problems which you are 
interested in working out, you go to the manufacturer 
and discuss the possibilities of the machine which will 
meet this problem, ‘That is, if you are doing enough. 
These machines are many costly and I wanted to ask you 
what is the situation with respect to smaller units? 

In my company, for instance, we have been very closely 


in touch with this from the beginning. I don't know how 
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you could fail: with the amount of literature that has 
been written on the subject and the particular = 
facturer we work with is I.B.M. They say that for 
quite an aea of potential use machines still have not 
been got down to probable cost, if not efficiency, 
where it would be worth while to instal them. I 
suppose the trend is that they will get smaller and 
smaller units that will be efficient in time because 
it is the same with General Motors or General Electric 
in smaller units. 

DR. WATSON: I should like to say this, 
that as soon as the number of machines increases to a 
certain level, the price of the machine is going to 
come down, I think there is every indication that that 
will take place. Certainly you are right in saying that 
for many purposes you do not need a large machine but if 
you are concerned with using the information Which is 
contained in your figures for the purpose of anticipating 
it in any way I have indicated, then you will certainly 
need more than the minimum type of machine and perhaps 
you can buy enough of a big machine in order to process 
a calculation which will give you the information you 
want. | 

At the present time the Ontario Hydro has 
facilities for computing which are not as large as we 
have at the university. They do a large part of their 
computing on their own machine and bring only parts of 
calculations for our machine feeding them in on punched 
cards. They feed them in on punched cards and take out 


the answers on punched cards. It is only for big 
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operations they come to the. big machine and since it is 
possible to process information for a big machine over 
a telegraph line it seems to me there is no aifficulty 
about this. You don't need to have a proliferation of 
large machines because the time required to get an 
answer is half an hour or twenty minutes. You can put 
the call through and get the answer back by telegraph 
line. 

MR. GRAUER: But with regard to your 
rather striking statement that methods of before will 
have disappeared in 25 years presumably there will be 
a development of smaller units which will have an effect 
upon erotica? work. | 

DR. WATSON: That is.a remark, I may say, 
which is a poetic gesture. We have got to be honest 
about the whole thing. The fact of the matter is we 
really don't know what is going to happen. All we can 
say is that if one looks back 50 years to what was going 
on then and looks around to see what there is today, you 
can be pretty certain that the world e5 years from now 
is going to be very different than what it is today. 

MR. GRAUER: We are getting. a certain 
facility for recognizing a.sweeping gesture, _ 

MR, STEWART; Your stress on opportunities 
for mathematical talent, we have had so much represen- 
tation to us from all sides that there.is a-scarcity of 
mathematical talent, engineering science, technicians 
and so on, it seems almost the problem should be the 
reverse, whether here is another opportunity for 


mathematical talent on top of all these we have had 
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which are not being supplied and: how are we going to 
get more mathematical talent. That seems tobe the 
basic problem. . 

DR. WATSON:. Well, I think you should 
ask Professor Gotleib to answer that question because 
he has something to say about it. ion 

PROF. GOTLEIB: « Well, the question is 
certainly common to a large area of which this is only 
a part. Even though we develop people, you might say, 
in this training, we ourselves suffer from the shortage 
and we have often been tempted to adopt measures which 
really amount to a re-shuffling, of people who are 
already in the business. This does not help in the 
long run; in other words, if you take people who are 
perhaps going into mathematics in the university and 
divert them out of perhaps reactor engineering into 
computing, this might heip computing but it does not 
help the overall picture very much and I don't think 
there is any question but that the appeal has to go 
back further than the entrance to university and high 
school. ‘ | 

The more you look at this the grimmer it 
looks because it is well known that a very large percent- 
age of the qualified teachers in mathematics, the 
Specialists, will retire within the next five to ten 
years and the rate of new specialists does not even 
meet the requirements to say nothing of what we feel 
is the great increase necessary. . | 

I think this is going to take a very 


concerted effort and it is almost too late to start in, 
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it is certainly not too early, to encourage young people 
to take mathematics in high schools and to encourage 
specialists in high schools.. I know you have had a 
great deal of this already but I think whatever hope 

we have lies in tackling the problem as early as 
possibile. ae > 

MR. GRAUER: Yes, we will certainly have 
to do more than we are doing at the time, 

DR. WATSON: May T ask this: what does 
the business man say to the suggestion?. Perhaps some 
of the business men would learn mathematics. 

THE CHAIRMAN: Too late I would say. 

MR. GRAUVER: You have to keep an open 
mind on these things if you are not a specialist; 
otherwise, you will have somebody selling you the idea 
that clerical work will disappear in 25 years. | 

THE CHAIRMAN: I think you would find in 
the business communi ty that there Was an increasing 
awareness that business will require people who have a 
thorough understanding of mathematics. I was being 
facetious when I said if you suggested to the retail 
business man like myself that he should suddenly get’ 
down to learning higher mathematics he would say as. 
far as he was concerned it would be too late. 

But I do think there is some appreciation 
of the problem, but in the light of how it is going to 
be solved, Dr. Otto told us the other day that he was 
not too concerned to date anyway about recruiting 
elementary ‘school teachers for Ontario but that he 


Was most concerned when it came to teachers in the 
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secondary schools and particularly when it came to 
people who teach mathematics. 

MR. GRAUER: Your suggestion of a. 
government organization modelled on the National 
Research Council which would operate in this field 
might work at top level for larger. developments but 
surely we could expect a proliferation of that sort _ te 
of — when we have in mind how extensive. the economy 
is and we would expect to see the field where we might 
very well have what we are having now in the way of 
innovation followed up by other dohtributions -= companies 
having a sales organization which would take care of it 
in the various communities by some form of private enter- 
prise which would assist in the way of providing service. 
But it is going to be a much wider service than could 
be supplied by one individual organization. 

DR. WATSON: Surely what you: say is all 
right but one could use the same argument about the 
National Research Council. The National Research Council 
is engaged in researches which aredone for the purpose 
of finding things out and when you come. out after finding 
these things out you have got to pay the price that is 
required to find out, not to says. "We have got only 
$25,000 to.put into this, we can't expend another : 
$25,000". You have got to pay anything. That is not _ 
the way research is done. You have to go on and get the 
answer and it may be it costs more than the estimate in 
the beginning. .This is.one reason why you have to have 
the government of the country sold on many things. This 
has happened in the past in research and it. .has paid off 
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in the long run. But immediately you can't do everything 
on the basis of keeping solvent. Just what would happen 
to a business firm? It could not afford to do such a 
thing. 

MR. GRAUER: Well, I think government 
tries to be solvent. I think we are looking at the same 
thing from two different-ends, — Certainly you have a 
National Research Council: but most businesses of any 
size have research departments and you have regional 
research councils in various big cities and that sort 
of thing. That is what I am saying, you would have to 
get down to a much closer level with the individual 
business in the individual community than simply a 
national body. 

HY DR, WATSON: I am not emphasizing the 
national body. I was only using this as a possible 

hook on which to hang the thought that some organiza- 

tion understand the analysis for the sake of understanding 
what the things really do. It is rather like what goes 
on in pure science where your main effort is directed to 
improving understanding and is not aimed at immediate 

_ @onomic reward. | GO. EPO. 

MR. GRAUVER: I think from our point of 
view the most essential part of your statement is the 
tremendous stimulating effect this development is. going 
to have on the economy. It is very ‘hard to measure as 
you point out. In fact you can't measure it at this 
point so it is one of those constructive elements in 
this situation. We have been talking about tariffs and 


so on which have their unjust as well as their just side 
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but this has a totally constructive effect, but certainly 
you will have employees particularly speaking through their 
trade unions who will wonder what the effect upon employ- 
ment is going to be of this. You already see signs of 
this. I don't suppose that is a field that you particularly 
wish to comment about? ; 

DR. WATSON: No, sir. at 

DR. GOTLIEB: May I reply on the point of 
government and the interest in such activities in pointing 
out what has happened in the United States, that there is 


no question that the advisability of this whole programme 


is due to diversification in it. The fact is there are 


a good many institutions interested in it, government and 
university and industrial. Yet the government push -- and 
this I think is the right word -- has been very large in 
the United States. As a matter of fact a machine was 

built to the specifications of the Bureau of Censors and 
the Bureau of Standards have in fact been a leader in a 
great many planning operations. ; The first large inventory 
control study was done on a computer at the Bureau of 
Standards. The Mississippi River problem was done with 

the standards people referred to in this report. This 

is not to say they have provided the only impetus at all 
but they certainly have been the important ones and iG 1s 
hard to say where the whole programme would be without 
government or without university or early scientific 
research and this is when the businesses all are making 

the machines and selling them. It doesn't mean that the 
government computing has been the only one, but it certainly 


has been avery, very important one. 
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MR, STEWART: Dr. Watson, coming back to 
the question of mathematical talent it rather seems as 
if there is a native aptitude for mathematics which 
varies considerably in degree between individuals and 


some people have this, it seems, in a native sense te 


| 
) a very considerable degree, Do you think it is possible, 
say at the age of about ic or 14 to detect the measure 

or degree of aptitude? ‘I am thinking of some way we 

can get at these people who have this specially developed 
; aptitude? 

| DR. WATSON: I was expected to be an 

| economist; now you think I am a child psychiatrist. 

) This answer I am going to give has no weight whatever. 

| I would just like to remark that talent in human beings 
a shows at all ages and if a boy has really got something 

. on the ball intellectually it will be showing very 
definitely by that age in most cases and provided the 


, teachers are given an opportunity to find out something 


about their pupils there should be much better oppor- 
tunity in finding this out. I have had some experience 
of seeing pupils who are trying to do mathematics who 
have obviously never seen anyone who could do mathematics. 
It is quite cbvious in spite of the fact that they were 
at university they did not have an idea of what 
mathematics was like and that is the idea of teaching — 
but as far as those bright fellows you are talking about 
they will be bright any time anywhere 

MR, STEWART: But the teacher who is handling 
a class room of AO youngsters who have very considerable 


variation in this particular aptitude does not have a 
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chance to develop the capacities of the really bright 
youngster. | 

) DR. WATSON: We talk about developing 
the capacity of the bright youngster. I ask you why 
do we worry about those? There are many people who 
are so bright that in spite of every obstacle they 
succeed in going through. | ‘ . 

MR. STEWART: That is true but it does 
not prove we are not losing a lot who have it. { 

i DR. GUSHUE: Just one question, I take 
it you think it is important that the federal eeisen: 
ment ought to recognize the potentialities of this and 
to institute some plan? 

DR. WATSON: It is to bring economics and 
mathematical talent together. That is what we are asking 
for and by research which is not directed to minimum 
economic questions at all but to develop some acquaintance 
with these techniques, — ind out what you can do, consider 
academic problems which are reasonable problems so as to 
acquire confidence in using the method and find out what 
can be done by means of machines. It is quite possible 
that our ideas of using machines today are really 
ridiculous, that there are inventions being made which 
are going to make what we are doing today look foolish — 
but these inventions will come along as 4 result of those 
who are interested in using the technique and experimenting. 

MR. GUSHUE: And the tools? 

DR. WATSON: Yes. | | . 

THE CHAIRMAN: Well, we are very grateful 


to you both. This has been a most interesting submission 
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and I have enjoyed it particularly. I understood you 
were reasonably enthusiastic about the potentialities 
| @ these things. You have not given me any reason to 
change my mind. 
~-- Recess 
ane After Recess 
“sili THE CHAIRMAN: Shall we come to order, 
please,gentlemen? eriesie 
MR. GRAUER: Mr. Glasco, the members of 
the Commission would like to thank you through me before 
we start and to tell you how much we are indebted to you 
for both the summary of your own views upon the taxation 
system insofar as it affects Canada's economic prospects 
and the big report that you and your partners did on 
taxation relating to investments in Canada. This work 
has been done by you and your partners and therefore the 
Chairman has an understandable reticence about addressing 
the remarks to you which I am. 

However, we know particularly in a 
professional firm where every minute of the day counts 
what a great intrusion it is to ask you sort of off the 
cuff to undertake a study which we say will take a 
certain length of time and it takes about ten times that 

_ much and we do appreciate the great effort you and your 
| partners have put into this. ' — 
. MR, GLASSCO: Thank you very much, 
Mr. Grauer. I think the Commission has met | 
my partner, Mr. Richardson, and I,if I might , would like 
at this time, Mr. Chairman, to also present to the 


Commission two of our senior assistants who have had a 
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great deal to do with the preparation of this work -- 
Mr. Earl Horser and Carl Gibson. They are the people 
who have done the slaving and I can assure you there 
has been quite a lot of it. ) | 

THE CHAIRMAN: Incidentally, we will mark 
your memorandum which you are about to read as Exhibit 

The more detailed study is one of the 
Studies which was carried out for the Commission and 
which will be included with its published report and 
not recorded here as one of the exhibits. 

MR. GLASSCO; In accordance with a request 
received from the Chairman in July last, there has been 
prepared and filed with the Commission a study of the tax 
rates and policies which may have influenced investment 
in Canadian industry. Such study embraces not only 
Canadian taxation, but also, to the extent relevant, 
the taxation systems of Great Britain and the United 
States. The Study also deals with certain senda factors 
Which have contributed to the pattern of foreign investment 
in our industries since the last war. Some indication 
of the nature and scope of the study is provided by a 
recital of the principal chapter headings: these are 

I the Statistical Background 

II Factors other than Canadian taxation 
affecting investment. 

III Canadian taxation of non-Residents 

IV United States Taxation policies affecting 
United States investment in Canadian and other foreign 


enterprises. 
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V The taxation of the extractive 
industries in Canada and the United States 
VI Aspects of Canadian taxation which create 
difficulties in the Canadian ownership companies 
VII Interpretation and administration of 

Canadian Income Tax Law. hh 

It will be appreciated that this subject 
is a very large one and a considerable number of people 
have been engaged in the preparation of this study, as 
Mr. Grauer has so kindly mentioned, These include our 
partners and senior assistants in the Toronto, Montreal 
and Calgary offices of Clarkson, Gordon & Company, and 
my associates in the London, England, and New York 
offices of Arthur Young & Company. May I say that my 
partners and associates are happy to make this contri- 
bution as a matter of public service, and I hope it may 
prove useful to the Commission. 

There can be little doubt that the course 
of world affairs since the end of the war has brought 
into play certain very important influences, economic 
and political as well as financial, which have had a 
great deal to do with the growth of foreign investment _ 
in Canada, and in particular, the very rapid acceleration 
of such growth in the past five years. Such factors are 
well known to the Commission and it is probably true that 
in the aggregate they exert a far greater influence than 
the attraction of a favourable taxation climate. While, 
therefore, it would be wrong to assert that tax considera- 
tions were primarily responsible for the growth in 


foreign investment in Canada, it is undoubtedly true 
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that in two ways at least, taxation has played a consider- 
able part in shaping the pattern which has developed. 

The great majority of the recent increase 
in foreign investment in Canada has come from the United 
States and it is evident that the taxation pattern in 
that country, particularly since 1950, has provided 
strong incentives to the investment of capital in other 
countries. In particular, the @XCess profits tax se- 
enacted at the time of the Korean war in 1950 and in 
force until 1953, brought about a situation where profits 
otherwise taxable at rates as high as 82 percent could be 
used to blot up preliminary losses resulting from 
development of new businesses. In the case of the 
petroleum industry in particular, a good deal of such 
money found its way into Canada. . 

The second important taxation influence 
has been the impact of our tax system upon the owners 
of Canadian businesses, rendering it difficult in many 
cases for them to retain control. While certain aspects 
of our tax structure provide incentives to investment 
in equities, the perennial problem of the joint impact 
of income tax and succession duty continues, in spite — 
of numerous attempts to alleviate the problem, to provide 
@ strong incentive to owners of small and medium-sized 
businesses to part with their investment in old age or - 
when death occurs, It is worth noting that the attempted 
remedies have all been designed to modify the income tax 
part of the problem, by making it easier or cheaper to 
withdraw funds to meet succession duties: nothing has 


been attempted, however, to relieve the financial crisis 
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which our system of succession duties creates when a 
man, having built a business through a lifetime of effort, 
reaches the end of his days. . | 

May I discuss a little more fully certain 
aspects of these two forces in relation to their incentive 
qualities and attempt to indicate where changes might 
be made in the national interest. is . 

There is obviously nothing which we in 
Canada can do to control the incentives which other 
countries offer their citizens, and some of the sugges- 
tions which have been made, that we should be prepared 
to grant our taxpayers identical treatment, are not 
completely practicable. As the Commission will realize, 
the taxation systems of Canada, Great Britain and the 
United States have important and fundamental differences 
orie from the other. Stated briefly, the main variations 
from our Canadian system are, first, that in England the 
standard rate of income tax paid by the corporation is 
deemed to be a payment on behalf of the shareholders and 
the dividends actually distributed are not again subject 
to tax in the hands of the shareholder, except as to the 
surtax (which is admittedly heavy). In such circum- 
Stances, of course, there is no occasion for a dividend 
eredit such as is incorporated in our law. Secondly, in 
comparison with the United States, probably the most 
important difference of our system is that we refrain 
from the taxation of capital gains. Some specially 
favourable aspects of the United States law must, there- 
fore, be viewed in relation to the existence of a scheme 


of taxation of capital gains, and there can be no doubt 
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that such has a profound bearing upon the form and 
behaviour of the typical United States business 
organization. 
~ While, therefore, an attempt by Canada 
to match incentives pbbansortion countries presents 
considerable difficulty, it is obviously possible to 
amend our own taxation structure in a number of respects, 
so as both to improve somewhat the lot of the Canadian 
owner of a business, and also to direct or inf luence 
the form of non-resident investment in this country. — 
It was suggested that it might be helpful 
for me to lay before the Commission some of the points 
to which consideration might be given with these 
Objectives in view. They can best be dealt with under 
the following three headings: © , 
(1) Possible changes in the taxation of 
income earned in Canada by non-residents, ne 
(2) Changes designed to increase Canadian 
investment in equities and render it easier for Canadian 
owners to retain their investment in business, and 
(3) The special problem of o11 and gas 
taxation. 


The basis of taxation of corporate interest 


Qe ae 


and dividend payments to non-residents is discussed in 
some detail in the study which has been filed with the 
Commission. So far as investors in the United States 
and the United Kingdom are concerned, the rates of tax 
are governed in part by treaty, and at their existing 
levels the Canadian taxes on such payments do not con- 


stitute in any way a deterrent to investment in wholly- 
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owned Canadian subsidiaries. This is because no tax 
whatever is withheld on dividends paid to United Kingdom 
parents of wholly-owned subsidiaries, and the 5 percent 
tax rate on dividends to United States parents is wholly 
absorbed against the higher United States tax rate on 
corporate profits. ‘4 sehate ; 

7 THE CHAIRMAN: I wonder if you would like 
to just explain that fact, that 5 percent withholding 
tax. 

MR, GLASSCO: Well, the corporate rate 
on the profits in this country is 47 percent and in the 
United States it is 52 percent. , Thus, an American 
corporation receiving dividends from a wholly-owned 
Canadian subsidiary even though the 5 percent with- 
holding tax has been deducted and paid to the Canadian 
government on the dividend, is entitled to deal with 
his United States tax problem in this way; the tax 
is taken into his income. and taxed at 52 percent. 

He is then entitled to credits against that for taxes 
paid to Canada in the form first of the withholding 

tax of 5 percent and certainly of the 47 percent tax 
which was paid on the profits from which the dividends 
flowed. So in total he receives tax credits from the 
United States Government of 52 percent which exactly 
offsets the United States tax which arises from receipt 
of the dividends. —— noae 

THE CHAIRMAN; Thank you very much. 

MR. GLASSCO: In contrast to this advan- 
tageous treatment, the higher withholding rate of 15 


percent imposed on dividends of Canadian companies 


japan é old oy vastraxbhodus be 
) Ulonw a2 etenienietonata 10 
art Te mene 
meg or KeaeTIO ‘OR Pz eeieont 
7 ets. Betis scsi AEA EE ae, 
anthlerddstw et 8 ne Tae 
“os ih! oth. we gehoneelel we Se 
838% easnoques ont 1 EEOW, ( ODBRAUD FIM oy ‘eg 
ort ot bis Jncoxsg TO. et wrtavon, stad at a¢toxg edd 
-nsoliemh as eye? .daooteg Sé.at dt aeteve bedkel 
bonwo-wiLoriw,.s mort ebasbivib antviscenceltexe 7 
~dtiw, inesieq 2 edd davor?, seve yretbledve ne 
netbsned edt o¢ bisq bas hetoubeb nsed) esd) x87 
itiw feeb of belsiz¢ns et ehoobivits. oad no 2 
xed oat iyew elcid. at meldoug xed, getss& beste 
.daeoted 83 ¢s bexst bas emooat ati otal ones 4 ; 
eexad tot tard temtaga etibero od) beldisae nsdz, a 
gnibloriig.tw ocd to degk? once? edt) at eheasd of baam 


xet ¢taeoTveq TH exit 20. vlatedtrgo bas tus cteg 2 10 a 
abaebivib edt cotdw mort? ed iiorg edt mo Olsq esw ne e 
ont sort edtbexo xst,aevisoces ed Isdod of 08 «ff wot 

uidcaxs fieldw ganeoneg SE to taomertsvop setswé | aa 
tategoes moxt seelia Aoidw xed astate bettav er? age 

’ ebaebivid. ont. | 
 MOMM WIS VOY uneat WAMATAHD SHYT 
~asvbs elit of Jestémoo al 2O002EA1D . HM 
éf to even galblésidd iw isdigin eds .tnemsisotl ¢ 


eelnsqmes astbsnst lo eboebivib ao beseqml tg o9 


TR) >iih 


- 5814 - Mr. Glassco 


which are not wholly-owned (or where the United States 
treaty applies, are less than 95 percent owned) creates 
a substantial penalty where any significant minority 
exists. I should perhaps make that clear by ex- 
plaining that our Act provides that this 5 percent 
rate applies in the case of a wholly-owned subsidiary 
and this is really when a substantial part of the 
common stock excepting qualifying shares are owned by 
the parent but under the treaty with the United States 
that percentage of ownership is modified so that as long 
as the corporation abroad has as much as 90 percent 
instead of 100 percent it will qualify for the 5 percent. 
This constitutes a real deterrent to permitting parti- 
elpation by Canadians in foreign controlled Canadian 
business; and to those who argue that such participation 
should be freely offered, the non-resident owners at 
present have a practical answer. They can point out 
that our Canadian tax laws are so drawn as to penalize 
a company when it grants the right of participation to 
Canadians. if, therefore, such participation is in 
the public interest, and there are cogent reasons why 
this is so, it would appear only logical to abolish 
the discrimination which now exists. 

if in removing this discrimination between 
wholly-owned and partly-owned subsidiaries, it is desired 
to continue to differentiate between causal investors 
abroad and corporations which in effect control Canadian 
businesses by taxing dividends at different rates, it 
becomes necessary to define the extent of stock ownership 
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shareholder as a controlling corporation. A reason- 
able level, having in mind the desire to encourage 
Canadian participation, should certainly be no higher 
than 50 percent, and it. might be advisable to drop 

the percentage still lower. Where the situation is 
reversed and we grant preferential tax treatment to 
Canadian companies in respect of businesses abroad which 
they control, the minimum percentage of ownership which 
our laws require is 25 percent. 

The most common form by far in which foreign 
owners carry on business in Canada is through a Canadian 
subsidiary company, Our scheme of taxation provides for 
the payment of tax by such subsidiary on the same basis 
as any other Canadian corporation and, in addition, we 
impose a withholding tax on dividends sent abroad. There 
is, however, a considerable (and growing) volume of 
investment in Canada by non-residents who, instead of 
incorporating Canadian subsidiaries, operate in Canada 
as foreign corporations. In fact, in some important 
cases, such foreign corporations carry on their entire 
business in Canada. In these circumstances, the profits 
earned by such corporations in Canada are taxed in the 
Same manner as are the profits of Canadian companies, — 
but there is no additional tax upon the movement out of 
Canada of their profits, similar to the withholding tax 
on dividends paid by the Canadian subsidiary. It would 
seem that consideration might be given to removing this 
inconsistency. So long as it remains, it will obviously 
Serve as a deterrent to Canadian participation in foreign 


controlled business in Canada. The imposition of a 
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withholding tax in these circumstances does, of course, 
involve practical difficulties but it is worth noting 
that in certain other countries the scheme of with- 
holding taxes extends to the profits of foreign corpora- 
tions operating within their borders. In the case of 

a foreign company which carries on only part of its 
operations in Canada, there is a problem of identifying 
dividends paid from Canadian earnings. If a decision 
were made to impose tax, it might be necessary to follow 
the practice of certain other countries and deem that 

a dividend was paid each year, equal to the Canadian 
profits of the foreign company. 

Turning now to withholding taxes on 
remittances abroad of other than dividends and interest 
paid by corporations, it is suggested that the whole 
scheme of these taxes should be re-examined, not only 
in the light of certain anomalies referred to in the 
study, but also taking into consideration the extent 
to which these taxes might be used to direct foreign 
capital into certain specific types of investment. 
Consideration might be given to the possibility of 
offering positive inducements by way of tax concession 
to at least three classes of investment where increased 
foreign participation might be desirable. 

The first of such areas is the financing 
of provinces and municipalities. No Canadian with- 
holding tax is imposed on interst on Government of 
Canada bonds, nor is any tax withheld on interest 
payable in foreign currency on municipal and provincial 


bonds. However, where this interest is payable in 
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Canadian currency, withholding tax 1s payable at the 
rate of 5 percent on faterast on pevincial bonds and 
at 15 percent on interest on municipal bonds. The 
financing of provincial and municipal expenditures in 
this growing economy presents a formidable problem. 
Consideration might, therefore, be given to exempting 
all interest on provincial and municipal bonds from 
the payment of any non-resident withholding tax. So 
far as individuals and fully taxable corporate investors 
are concerned, the elimination of this tax might have 
no more than a psychological effect because, in the 
main, the tax now withheld is recoverable as credit 
against United States tax. There is, however, a sab= 
stantial volume of funds available for investment by 
non-taxable organizations, pension trusts, charitable 
institutions, regulated investment companies, and so on. 
There is also a very large volume of investment by United 
States life insurance companies which pay a relatively 
low rate of tax (from 3-3/4 percent to 64 percent on 
investment income) and which consequently are not in a 
position to recover fully a 15 percent Canadian tax. 
There would appear to be a possibility of attracting 
considerable United States capital to ‘this class of 
investment, particularly as in the United States interest 
on state and municipal obligations is completely free of 
income tax, with the result that yields are extremely low 
and such investments are unattractive except to those 
taxable in very high brackets. 

The second possible change in our with- 


holding taxes relates to the income from investment in 
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real estate. At present the 15 percent withholding 

tax applicable to rentals is applied to the gross 
income, without any deductions for depreciation, taxes, 
repairs, insurance or mortgage interest. There is, 
however, an option under which the non-resident investor 
may file a Canadian tax return and pay on the net income 
at the same rates as a resident of Canada; this is 
equivalent to treating the investor as though the owner- 
ship of real estate represented the carrying on of 
business.It is suggested that the ownership of real 
estate by a non-resident might be regarded simply as 

an investment, and for that reason the normal with- 
holding rate of 15 percent should be applied to the 

net income from the property. Such a change might have 
the effect of attracting substantial amounts of foreign 
capital to this form of investment. 

The third possible change in the taxation 
of foreign investment is suggested by the obvious need 
of capital to help finance the very large development 
of housing in Canada. Until the 1954 amendment of the 
Bank Act, which permitted banks for the first time to 
invest in government insured National Housing Act mort- 
gages, most of the funds required for National Housing 
Act housing were provided by life insurance companies. 
At December 31, 1953 almost ¢5 percent of the assets of 
Canadian life insurance companies was represented by 
mortgage loans, and for some years a large part of the 
increase in the assets of life companies has been re- 
presented by these loans. It may well be in the public 


interest that we should attempt to direct foreign capital 
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into this area,and, if so, consideration might be given 
to providing a suitable incentive. Non-residents can, 
of course, under the present laws, limit their tax 
liability on interest income to 15 percent by the . 
formation of a "non-resident-owned investment corporation". 
If a further incentive is to be offered, one might con- 
sider granting a lower rate of tax, say 5 percent, on a 
special type of company which would meet the present 
requirements of a non-resident owned investment corpora- 
tion, with the additional stipulation that the income 
of the company consist principally of interest on National 
Housing Act mortgages. 

I would like to turn now to the second 
group of changes which might be considered. These changes 
would apply to the taxation of Canadians, with a view 
to increasing their participation in equity financing, 
and rendering it easier for Canadian owners to retain 
control of their own businesses, might 

I should first mention briefly two non- 
tax factors which have a considerable importance in 
determining the manner of investment of the savings of 
the Canadian public. JI refer to the prohibitions and 
restrictions against investment in equities of businesses, 
under the Trustee Acts of the several provinces and 
the federal law relating to life insurance companies. 
The restrictions placed upon the investment powers of 
trustees are admittedly very important, and I. would 
hesitate to make a categorical recommendation that any 
broad power to invest in equities should be granted. 


It is, however, true that in many provinces the trustee 
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legislation has been in force for some years without any 
change, and as a minimum, it would appear reasonable to 
suggest that the whole question of trustees! investment 
powers should be reviewed in the light of the changed 
condition of our economy . It might well be found desir- 
able to authorize, in certain circumstances and with 
appropriate safeguards, a limited pawer of investment 

in certain classes of business equities. 

In the case of the investment powers of 
life insurance companies , the question must arise as 
to whether the existing limitation, that investment in 
common shares may not exceed 15 percent of total assets, 
is not too restrictive. Admittedly, the last published 
data show only about 53 percent of the assets of 
Canadian life companies invested in stocks of all kinds 
and no one company was close to the 15 percent limit on 
common shares. It is, therefore, debatable as to how 
Quickly any easing of the present restrictions might 
bring about any Significant change. — 

The study contains a reference to pension 
funds. Under the existing rules of the income tax 
department, the restrictions applicable to life insurance 
companies are imposed upon pension fund trustees. There 
are two comments on this situation; first, the over-all 
effectiveness and ability of pension funds to provide 
reasonable benefits in old age will be greatly enhanced 
if a hedge against inflation is obtained by investing a 
Significant portion of the fund in equities. Secondly, 
if after full consideration, it be decided. that the 


present rules should remain unchanged, it would be 
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preferable to have such laid down by legislation rather 
than arise through the exercise of administrative dis- 
cretion. It need hardly be pointed out to the Commission 
that the pension funds of Canadian business and insti- 
tutions represent a most important potential source of 
investment funds which, Lf directed in part into owner-_ 
ship of Canadian business, would certainly tend to check 
the increasing dominance of foreign investment. 

The Income Tax Act contains in Section 69 
special provisions for the taxation of investment com- 
panies which meet the tests therein laid down. These 
conditions were considerably altered in the 1955 arenas 
ments of the Act and in the course of making these 
changes, certain strong incentives to invest solely in 
Canadian equities were lost. While it is still a 
condition that such companies must obtain a minimum 
of 60 percent of their gross revenue from dividends of 
taxable Canadian companies, it is now open to them to 
so invest their funds that the other 40 percent of income 
may come from foreign dividends or freien interest. In 
spite of this, the special tax of only 20 percent will 
apply and most of this will be recovered by the share- 
holders by way of dividend credit. A possible method 
of encouraging investment in Canadian equities beyond 
the minimum level now required, and at the same time 
discouraging investment in foreign securities, would 
be to create an additional requirement that in the 
aggregate not less than 95 percent of gross income must 
be derived from Canadian sources. This would still 


permit an investment trust to keep a substantial part 
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of its funds in high grade securities, and I should 
make it clear, Mr. Chairman, that this suggestion 
referred only to the rather highly specialized type 
of companies dealt with in Section 69. ee am not 
advocating any widespread coercion of our industrial 
trusts. 

One other possible change concerns the 
participants in profit sharing funds, the assets of 
which in many cases are invested in equities. TO 
qualify as "profit sharing funds" under the Income 
Tax. Act,.all of the income must be allocated each 
year to the individual participants and they are 
taxed accordingly. There is, however, no provision 
whereby the benefit of the cO percent dividend credit 
on iaddendo from taxable Canadian corporations, can 
be passed on to the participants. This situation 
should be corrected as a matter of equity. 

Turning now to the more important problems © 

Which arise on the purchase and sale of Canadian businesses, 
there are several possible ways of changing our system 
of taxation which might tend to maintain Canadian owner- 
ship. First and most important of these changes relates 
to our succession duty laws. A major problem which has 
faced individual owners of Canadian businesses for many 
years lies in the double impact of succession duty and 
income tax. The Commission will be familiar with the 
problem of a man who, having built up a business, reaches 
Old age with substantially all of his estate represented 
by his ownership of the business. Our income tax laws 


lay heavy tax upon the monies withdrawn from the business, 
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even upon a re-organization or winding-up, and the 
essential need of money to satisfy succession duties, 
actual or prospective, has undoubtedly led many such 
businessmen to sell out. A number of attempts have 

been made from time to time to provide relief for this 
problem. In spite of that, the sheer welght of our 
succession duties continues to constitute, in many cases, 
a very strong incentive for private individuals to seel 
businesses which they have created. 

-A most substantial form of relief exists 
in the United States law, under which an individual can 
leave up to 50 percent of his estate to his wife (or 
husband) free of tax. Where this is done, the total 
of the taxable estate being cut in half, the amount of 
duty which the estate must raise immediately is greatly 
reduced, also the duty is at a slightly lower rate. 

A similar situation exists in the Province of Quebec as 
a result of the laws relating to community property. 

It is suggested that the ddoption of such a provision 
uniformly across Canada would uavetd profound effect 
upon the ability of families to maintain control of 
their businesses. 

This suggestion is by no means as radical 
as it may at first appear. The portion of the estate 
Which goes tax-free to the spouse falls in its turn to 
be taxed upon the death of the spouse, so that the © 
principal sacrifice of the revenue is in waiting a little 
longer for part of its duty. The practical benefits of 
Such a scheme in the one of the aging businessman are 


extremely important. He is provided with a practical 
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means of providing for his wife after his death and 
the dimensions of his succession duty problem are 
reduced very materially. For example, in the case of 
an estate of $1 million left with a life interest to 

a widow and distributable on her death to two adult 
children, the present succession duty bill will be 
approximately $322,000 (slightly more in Ontario). 
That is on the basis of the Dominion rates in the 
provinces which have no system of their own. If half 
the estate were left to the wife tax-free and the 
other half passed outright to two adult children, 

the total amount of duty is just under $150,000. of 
course, when the widow dies, the $500,000 left to her . 
would in turn attract duty of approximately $150,000. 
The total duty collected in two stages on the original 
$1 million would amount to $297,000 compared with the 
$322,000 payable under the present rules upon the death 
of the husband. | 

It should hardly be necessary to point out 
that, in addition to the contribution which such a change 
would make to the solution of this problem, there are the 
strongest grounds for arguing that owners of businesses 
in every province of the country should be on an equal 
footing in relation to this difficult matter. 

A further disability, relatively much less 
serious than the major succession duty problem, lies in 
the provisions of our gift tax legislation. It will be 
appreciated that in certain cases owners of businesses 
in Canada have sought to meet their prospective succession 


duty problem by making gifts to their children to enable 
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the latter to purchase shares in the family business. 
In the event that the donor should die within three 
years of making the gift, under federal law the gift 
is deemed not to have been made, but the gift tax 
paid is allowed as a credit against succession duty. 
In the case of residents of. the Provinces of Ontario 
and Quebec, however, which levy their own succession 
duties, the scheme for giving credit in respect of 
provincial duties in determining the federal tax is 
such that a portion of gift taxes paid may not be 


allowable as a deduction from succession duty. This 


hazard certainly tends to reduce the rate at which 
gifts are made in the edroumstances under consideration, 
and a reasonable cure could be readily achieved by 
granting credit for the full amount of gift tax paid 
(within the three years preceding death) against the 
net federal duty otherwise payable. 

Among the prospective buyers for any 
Canadian business which is to be disposed of are other 
Canadian corporations and individuals, as well as non- 
resident investors, In many cases, Canadian investors 
will seek to use a Canadian corporation as a vehicle 
for making the purchase and there are two. provisions 
of our income is laws which may constitute obstacles 
to Such purchase, but which do not handicap non-resident 
investors in the same manner. 

Our law has for many years contained a — 
provision that interest on money borrowed by a. company 
and used to acquire an asset which produces tax exempt 


income shall not be allowable as a deduction.in arriving 
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at taxable income. Under this rule, it is not possible 
to obtain a deduction for interest paid on money borrowed 
to buy the shares of another company, the income there- 
from in the form of dividends being tax exempt. While 
there is at first glance some considerable logic in this 
provision, it has no counterpart in the laws either of 
Great Britain or the United States, and there is no doubt 
that it serves to limit the activity of potential 
Canadian purchasers of businesses, When one realizes 
that the interest on a loan usually constitutes taxable 
income in the hands of the lender, there is a good deal 
to be said for the justice of allowing the interest cost 
as a deduction to the borrower, It is, therefore, . 
Suggested that our policy in this regard might well be 
re-examined. 

The other and much more difficult problem 
which faces the Canadian corporate purchaser of an 
established company is found in the provisions of the 
law relating to what is called "designated surplus". | 
The essential purpose of these provisions is to prevent 
one corporation purchasing another and immediately 


Withdrawing by way of tax-free dividends the surplus 


of the company acquired, and using the same to pay for 

the acquisition. The technique employed is to freeze 

the surplus of the company of which control is so acquired 
by another company and to limit the right to draw out 
tax-free dividends to profits earned subsequent to 
acquisition. in a broad sense this appears a reasonable 
method of preventing the type of abuse which might result 


from a wide-open freedom from tax of inter-company 
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dividends in all circumstances. The trouble is, however, 
that the actual provisions of the law are so broad that 
the innocent suffer equally with the guilty; it has 
become virtually impossible to carry out certain inter- 
corporate transactions, mergers, and winding-ups of a 
character where freedom from tax on inter-company divi - 
dends would be totally unobjectionable. Further,’ until 
the 1955 amendments it placed the non-resident corporate 
investor in a position to carry out with impunity the c. 
acquisition of Canadian businesses in exactly the ewe 
stances which the designated surplus provisions of the 
law were designed to prevent. 

I wish it were possible for me to lay | 
before the Commission a simple solution to this problem, 
and it is to be hoped that continued study by the officers 
of the Crown may in due course result in such being 
developed. There are, however, two possible improvements 
which appear worthy of consideration at this time. First, 
@ limited right might be granted to carry out an tht? Boms - 
tion through liquidation of one company into another ; 
without any tax on surplus passing to the senior company , 
provided that it can be demonstrated that the combined 
undistributed incomes of both companies still exist in 
the continuing company. A test which should ‘be met by 
the continuing company is that rts net assets, after it 
deducting any redeemable capital, should be equal at least 
to the combined undistributed incomes of the two companies 
prior to amalgamation. It should probably further be 
provided that the continuing company should not be en- 


titled: to a deduction from undistributed income in 
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respect of capital losses which may emerge on the 
liquidation of its investment in the purchased company 
-- if such loss were recognized it would to that extent 
extinguish undistributed income unless there were 
capital profits against which it would be offset. 


This suggestion appears pretty technical but Lt is 


, designed to facilitate a type of transaction which is 

reasonably common in our business life and, in the 

| circumstances set forth, unobjectionable from a tax 

; standpoint. 

) The second possible change is suggested 

by the 2955 amendments which permit companies to be 
liquidated into the hands of an investment dealer 
upon the payment of a special.tax of 20 percent (15 
percent in the case of a non-resident). It would appear 


, much simpler for all concerned, to cut through the | 
} investment dealer technique and provide Simply that in 
’ 


such circumstances the recipient company should pay @ 


tax of 15 percent or cO percent on any dividends which 
it receives from designated surplus. 
THE CHAIRMAN : What is the reason for 
the lower special tax if sold to a non-resident? - 
MR. GLASSCO: A non-resident has to pay 
& special tax of 15 percent in addition to the 15 
percent withholding tax. So he really pays 30 percent, 
In view of the importance of the subject, 
particularly in ‘relation to the question of foreign 
investment in Canada, taxation problems of the oil and 
gas industry are discussed at some length in the study 


made for the Commission. The first observation I would 
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mek e is that the subject is extremely complex, I am 
sure that is no surprise to the Commission -- not 
only because of the many different types of transactions 
which are carried out, but also because there are impor- 
tant and fundamental differences in the taxation cir- 
cumstances of the participants in such transactions, 
depending upon such matters as their place of residence 
or incorporation, their form of organization, and their 
collateral activities. 
A major criticism of our Canadian tax 
system has been that it places the Canadian operator 
at a disadvantage vis-a-vis United States competitors 
in the Canadian oil fields. An analysis of the facts 
suggests that this general complaint is based upon 
several different underlying factors. One important 
consideration is that the terms of the United States 
tax laws, particularly within the past five years, 
have offered incentives and concessions to their tax- 
payers which go considerably further than any similar 
concessions available to Canadians. ‘Thus, wealthy 
individuals and corporations with profits subject 
to taxation at very high rates have been able to 
reduce their United States taxable incomes, and thus 
save large amounts of tax, by making expenditures in 
Canada in oi1 exploration or development. Much of 
the money at risk was tax money, particularly in years 
when excess profits taxes applied in the United States. 
Another major difference between the 
respective situations of Canadian and United States 


operators lies in the varying methods adopted by the 
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two countries in granting allowances for depletion. 
There can be no doubt that the Canadian allowances 
are considerably less generous than those available 
under United States law. A principal objection to 
the Canadian system is that it requires the writing-off 
of exploration and development expenses before arriving 
at the figure upon which the depletion allowance is cal- 
culated, As a result, once substantial production is 
reached, every additional dollar spent on exploration 
and development will serve to reducethe depletion 
allowance available. Thus, at a certain point in the 
programme of a Canadian operator, the method of 
granting depletion introduces 42 strong incentive to 
stop exploration and development. In contrast to 
this, the United States system provides a continuing 
incentive to exploration and development because it is 
based on gross income (with a limitation based on net 
income before deducting the expenses of unsuccessful 
exploration), but with an automatic option of cost 
depletion when it is the more favourable. 

The Commission will understand that as 
far as Canadian taxation is concerned, operating 
results in Canada of both Canadian and United States 
Operators receive identical treatment. — The advantage, 
therefore, in what is referred to as improving his 
"competitive position” lies entirely in the manner in 
which the United States operator is able to reduce the 
taxes which he would otherwise pay in the United States. 
This observation relates particularly to the exploration 


and development stages and it should be added that, 
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while these initial advantages are never lost, the 
so-called advantage ceases once the operator has 
reached the point where income from production has 
absorbed all the initial costs. From that point for- 
ward, both operators will be on an equal footing. 

In an attempt to illustrate the extent of 
the possible variations in depletion allowances and the 
taxes payable, the study refers to calculations which . 
have been made in respect of an assumed programme having 
an average degree of success and conforming in other 
respects as closely as possible to the typical experience 
in the Alberta oil fields. This assumed programme covers 
a 10-year period and the depletion to which it would 
become entitled is as follows: 


(a) Allowable for United States SE I 
tax purposes _ tates $3,729,000 


(b) Allowable under Canadian 
law to a company engaged 
only im exploration and {fea Ps . 
production | 1,463,000 


(c) Allowable under Canadian Jaw 
to a company having substan- 
tial income from marketing - arene 
or refining hy different 6owi 000, 
In calculating the actual taxes: payable, 
the whole range of varlation ais: illustrated by the 
several assumptions made. Thus , the taxes will vary 
as shown hereunder, depending upon where and by whom 
this typical programme is carried out. 
(a) A United States company ~ 
operating entirely within 


the United States would i say 
pay United States taxes of $ 682,000 
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| (b) A United States company 
. which carried out the same 
programme in Canada, but 
which had other United States 
income, would pay combined 
United States and Canadian 
taxes on the income from the the’ 
programme of . $ 900,000 
(c) A Canadian company having 
substantial marketing income, 
but no other production 
income, carrying out the 
same programme in Canada 
would pay taxes on the income aaa 
from the programme of L590, 000 
(ad) A Canadian ¢éoififany having no 
income from marketing or 
refining, etc., would pay 7 es 
taxes of 1,576,000 
From the above it will be clear that the 
best possible tax deal for the United States operator 
will not be obtained by operating in Canada, but pro- 
viding he has other income taxable in the United States, 
he is bound to fare better tax-wise than a Canadian 
operator in any circumstances. The Commission will 
appreciate that the above calculations are based on 
only one set of assumptions. In practice, there will 
be a fairly wide degree of variation, both as to the 
type of programme carried on by different operators, 
and as to the degree of success achieved. However, 
alternative calculations which were made assuming a 
much greater emphasis on wild-catting, and also cal- 
culations placing much greater emphasis on developing 
proven acreage, showed somewhat different patterns 
without, however, in any way changing the basic con- 
clusions. 
Among the suggestions for the improvement 


of the Canadian system, the one which appears to merit 
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most serious consideration is the proposal to change 
the basis of the depletion allowance. If the allowance 
were changed to a percentage of gross revenue, or 
alternatively a percentage of net revenue before the 
deduction of any exploration and development expenses, 
the incentive value would be enhanced and the system 
should become more logical and desirable, in that the 
incentive to cease exploration when production was 
secured would be removed. ; 

A second important change which should 
receive consideration is to make available cost 
depletion as an alternative where the percentage 
depletion proves insufficient to cover the actual 
costs. Such a move would have obviously important 
results and improve the so-called competitive position 
of the Canadian operator, particularly in the case of 
high cost wells. Consideration might also be given to 
finding a better method of enabling the operator to 
write off against income the costs of unproductive and 
abandoned property, the present provision in this 
respect being extreme ly limited. 

In discussing proposals to extend cost 
depletion and broaden the range of write-offs oma: 
able in respect of unproductive property, however, it 
is important to recognize that any such change will 
have an immediate and material effect upon the prices 
at which oil properties may change hands .: Unless 
appropriate safeguards are developed, there would be 
an inevitable tendency to bid up the prices of oil 


properties, and in such circumstances the treatment 
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of the resulting profits in the hands of vendors 
would have to be considered: It is fair to say 
that unless some restraint was imposed in this 
connection, a serious loss of tax revenue would 
undoubtedly occur. 
The over-all purpose which our method 
of taxing the oil industry should attempt to secure 
is that the operator should have a reasonable 
assurance that all of his costs will be deductible 
from the revenues which arise from his operations. 
In addition, there should be some recognition of the 
special risks and hazards inherent in this industry 
and it would obviously be desirable that, so far as 
possible, the incentives offered should apply in 
their fullest form where the risks are eb wiacie 

It would appear that. in its present form 
our Canadian tax system falls short of these desirable 
objectives in several important ways, and 1t would 
further appear in the public interest that this situa- 
tion should be corrected as quickly as possible. As 
has been pointed out, however, there is no simple 
solution, and before any decisions are made as to 
specific changes in the law, there Ls need of most 
careful study of the subject by competent persons. 
It is suggested, therefore, that the most effective 
way of bringing about a desirable revision of our 
laws will be to set up a special body, in committee 
or commission form, consisting of from three to five 
highly qualified individuals, and to set such committee 


the task of examining the problem in detail. Obviously, 
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the views of those engaged in various capacities within 
the industry will be of extreme importance and it is 
believed that by this method a greatly improved 
taxation system can be developed. This will have 
obvious advantages from the point of view of Canadian 
investment in the further development of the petroleum 
industry in Canada, ; Pi us L T3020! 

One final suggestion is made regarding 
the form of incentives offered by our tax laws. The 
extent to which incentive tax concessions should be 
made available to non-resident investors is essentially 
a matter of policy and the technical structure can be 
adjusted to carry out whatever results may be intended. 
There is danger, however, that without special safe- 
guards some incentives made available to Canadians and 
non-residents alike may, as a result of foreign taxation, 
merely transfer the benefit to the treasury of the 
foreign country. Our three-year exemption for new mines 
is a case in point and the benefit of any reduction in 
Canadian taxes which a United States investor enjoys 
will probably, under the present rules, be transferred 
to the United States Treasury through a reduction of 
the tax credits allowable to the United States taxpayer. 

THE CHAIRMAN: Thank you very much. 

. MR. GLASSCO: Mr.Chairman, if I can be of 
any help by attempting to answer questions I shall be 
glad to do so. [ am afraid it is rather technical in 
some respects. 


THE CHAIRMAN: Oh, that won't frighten 


some of the members of the Commission. 
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MR, GUSHUE: I wish I was as competent 
to ask questions as Mr. Glassco'is to answer them. 

MR. STEWART: I have been trying to pursue 
a particular problem, Mr. Glassco, It has been said 
that it is possible under certain United States tarts 
lation for a United States pesident to invest in , 
Canadian development specifically in the oil fields in 
Canada, thereby putting himself in a better position 
than if he made investment of a similar amount in the 
United States. Do you know of any feature of the 
legislation, today in the United States, which would 
make that possible? 

MR. GLASSCO: Are you thinking of the 
open end investment trust type of thing? Are you 
thinking of an individual's particular participation 
in the oil industry, say, of the order of some of our 
movie actors or people whe have large amounts of money 
in the oil business? 

THE CHAIRMAN: I think Mr. Stewart is _ 
thinking of the Western Hemisphere Trade Corporation. 

MR, SEWART: We heard this statement 
made that the United States has made it possible for 
internationals rather than to invest in the United 
States. | 7 . 

MR. GLASSCO: Well, the whole theory 
behind the Western Hemisphere Trade Corporation ¢s 
it is called is to provide a means of offering a 
preferred tax rate to domestic companies, that ES; 
American formed companies which carry on their 


business outside the United States and the sort of 
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corporation which is formed pays the tax of about 
38 percent instead of 52 percent which it would 
pay if it was an ordinary domestic corporation and 
those companies can operate in Mexico or anywhere 


in the Western Hemisphere outside the United States, 


so to that extent it could be said that an individual 


by using the Western Hemisphere Trade Corporation 
could secure a lower rate of taxes on profits than 
he could if he formed a domestic corporation and 
operated within the United atéen 

MR, STEWART: Do you know of any 
organization incorporated in this way in the United 
States which does operate in Canada? 

MR. GLASSCO: There are a lot of the 
oil companies organized in that way. There are 
certain very positive advantages in why they should 
take advantage of that particular United States law. 
One privilege is the right.to include the result of 
such companies in consolidated returns with their 
domestic parents and even to do so without paying 
the 2 percent penalty which is normally chargeable 
for a consolidated return. The losses of one 
domestic Western Hemisphere corporation could be e 
offset against the profits of another and generally 
the whole agreement is to make it possible for the 
investor to be very flexible and to have a very 
favourable situation in. relation to its operation 
in the Western Hemisphere outside the United States. 
This is deliberate policy. 


MR. STEWART: I understand that your 
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study Which I have not yet had an opportunity to 
see, deals with the treaty arrangement with regard 
to tax matters? 

MR. GLASSCO: Yes; and the Western 
Hemisphere Trade Corporation is described quite fully 
in that study. 

MR. GUSHUE: They would pay two taxes 
on their operation, wouldn't they, assuming the 
operation had a profit; .they would pay the taxes of 
the foreign operation and also some taxes in the United 
States? 

MR. GLASSCO: Well, let us take one 
operating in Canada and let us not think necessarily 
of one which has a profit because the ones which have 
had a significant effect on us in Canada have been to 
some extent at least, those in the oil industry engaged 
in exploration and development and therefore quite often 
ending up the year with a loss. . 

THE CHAIRMAN: But with a lot of oi1? 

_ MR. GLASSCO: Yes, in reserve. But to 
take your question, where there is a profit to Western 
Hemisphere Trading Corporation, again this whole 
industry in Canada will pay 47 percent here in the _ 
normal rate of taxes the same way as a Canadian. He 
will be taxable in the States but only at a rate of 
about 38 percent so that his credit for AT pergent paid 
in Canada is far more than he needs to extinguish the 
United States tax completely so in effect he pays the 
Canadian tax. 


MR, STEWART: Your illustration here -- 
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and I realize the importance of all the assumptions 
made in these illustrations -- incidentally on this 
point have you had an opportunity to see the illus- 
trations worked out by the Imperial Oil Company in 
the statement they made? ; . 

MR. GLASSCO: Yes, we have had those. 

I think the answer is we have seen part of it but not 
all. 

MR. STEWART: You are not in a position 
to say whether the two submissions are consistent? 

MR. GLASSCO: | Well, not having seen their 
brief in final form, I would not like to say that. 

MR, STEWART: The illustrations in 16 
indicate that there is a substantial advantage in 
having an integrated operation in this industry in 
Canada? 

MR. GLASSCO: Yes, that is because to 
vee extent that the costs of development and explora- 
tion exceed production it could be applied against 
income from marketing and therefore there is less in 
the long run to reduce the production income for 
purposes of depletion. . s is 

MR. STEWART: The effect would be either 
to induce a combination of industries or, = you like, 
to confer an advantage on those organizations which had 
combined their activities? 

MR. GLASSCO; I. am not at all sure it is 
an exact result. It rather looks as if it is an 
incidental result of the method chosen but I am not 


qualified to say what the effects are of that. We do 
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say that one of the obvious needs of the situation is 
to reverse the incentives and instead of discouraging 
a man from going on when he gets some production, the 
incentive should be there for him to continue and they 
certainly are there in the case of the United States 
offer. Now, if you cure that by granting depletion 
of gross production, say, it automatically means that 
the marketing company gets the same depletion allowance 
as does the company which has no business other than 
exploration and development. — They both take the same 
basis for depletion allowance. 

MR. STEWART: Did your study indicate 
what percentage of earnings mask. come from marketing 
in order to fall into this category? 

MR. GLASSCO: Well, it would not be a 
matter of percentage. It would be simply that if there 
were not income available from the other activities of 
the company in marketing and refining that income would 
pe available to apply to exploration and development 
costs to the extent that there was not income from 
production to do so. 

MR. STEWART: Assuming that marketing is 
a reasonably profitable activity, if you don't have it 
then you don't have these profits? 

MR. GLASSCO: That is right. 

MR. STEWART: As between these different 
alternatives for improving the Canadian system, at the 
bottom of page 16 and on to 17 you sey: 

"Consideration might also be given to 
finding a better method of enabling 
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"the operator to write off against income 
the costs of unproductive and abandoned 
property, the present provision in this 

. respect being extremely limited." 
This is one of perhaps three different ways in which 
this could be-done. ache 

MR. GLASSCO: I think we might say it 
is one feature of the present system about which 
complaint is made and which as a matter of justice 
and incentive might appear to be important. 

MR. STEWART: It is a-separate and 
specific provision of the legislation as it now 
stands? . . | 

MR. GLASSCO: Oh, yes. The present 
igeatignele iimited to an entitlement to write off 
the costs of leases acquired from government where 
there is no production and abandonment declared and 
that is pretty narrow. It might represent quite a 
lot of such things but government leases are big but 
if you get down to the number of transactions in 
Which operators acquire oil property it is probably 
a very small minority. There are all sorts of ; 
arrangements whereby operators acquire land and in 
certain percentages those lands turn out to be un- 
productive and are abandoned and there is no provision 
in our tax law other than the overall depletion 
allowance whereby that cost can be recovered. 

MR. STEWART: Forgive me for being so 
Slow in getting at these things but it is a complicated 


field I am not so familiar with. But supposing we went 
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on the gross income basis which is one of the possibilities -- 

MR. GLASSCO: Yes. 

MR. STEWART: --- then there would be no 
point in this third condition? . 

| MR. GLASSCO: You mean by the third the 
question of unproductive property? 

MR. STEWART: Yes : 

MR. GLASSCO: Oh, I think so. It depends 
how you set your rate. If you are going to allow 
depletion on gross income presumably it should be set 
to provide a recovery of expenditure so far as possible 
in relation to the producing wells. ‘If you try to 
introduce an additional element to provide for unsuccess- 
ful exploration then you immediately put a bonus in there 
which is entirely undeserved by somebody who was simply 
finding proven acreage, 

Therefore, if you are going to a gross 
production basis I think the right way to approach it 
will be to make your rate relate as closely as possible 
to the problem of actually finding a producing well and 
lifting the oil out of it. If you go beyond that you” 
are in trouble. So that in such circumstances you would 
have to provide in addition for cost of unproductive 
exploration and the cost of abandonment of unproductive 
property. Otherwise if you tried to do it by the 
depletion allowance I fear you would get an allowance 
so large that : lot of people would be getting much 
more than they deserved in certain circumstances. 

MR. STEWART: Over on page 17 you indicate 


certain safeguards which would be necessary if we made 
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the change, say to the gross basis. As I understand it, 
what you are saying is that if that change were made at 
some point of time that immediately it: would become 
profitable to buy up producing properties or keep up 
the price of oil properties, that there would be a 
capital gain there? hobs 
MR. GLASSCO: Well, immediately you. 

extend cost depletion a lot of property which is un- 
attractive today will become desirable at the price 
even though, because you can mortgage that against 
particular advantage to even the cost, that means 
there would be an increase in the price of oil land 
and there would be a lot of people with profits in 
their hands which they do not get under the present 
system and you would probably get to a point where 
the government would be paying the cost of the operation 
by way of depletion allowance and if the properties are 
going up the revenue is going to take a beating, so we 
have suggested that that problem should be looked at 
very closely. I don't know what the answer is and 
frankly it is such a complex picture that I doubt if. 
anyone is able to say offhand what should be done, but 
it is an important element, and you would not just 
recommend giving the palliative in all of the circumstances 
aid letting it go. , . 

ajuban . MR. STEWART: Will you explain more eee 
fully to me what you have in mind when you say: | 

"In addition there should be some 
recognition of the special risks and 


hazards inherent in this industry and 
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"it would be obviously desirable that 
as far as deneiae the incentives 
offered should apply in their fullest 
form where the risks are greatest." 

MR. GLASSCO: I think that is perhaps 
best explained as being a criticism of the present 
system. ; 

MR. GIBSON: I think the difficulty, 
Doctor, is that the present depletion allowance has 
to do two jobs. It has to provide a recovery of the 
cost of property which is not deductible in arriving 
at income so that before you can get at the profit 
which the operator has really made you have to take 
off his capital costs which for es purposes cannot 
be done. Therefore, he must get compensation for that 
from his depletion allowance. But in addition to that 
you are in a very hazardous industry and the whole basis 
ef depletion allowance, I think, in both mining and oll 
has got to be that in part there is some recognition of 
the hazards by recognizing in fact the value of what 
you discover and giving some allowance for that. 

Now, when you combine costs recovered 
plus an incentive to take these risks in one allowance 
it is pretty difficult for that to meet all the varying 
circumstances and as Mr. Glassco says if you take one 
situation where you simply go in and buy a quarter 
section for $150,000 and drill it out and then hold 


perhaps what will suit as.a depletion allowance, that 


may not suit at all for a situation where you are going 
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Out and exploring and opening unproven acreage. Logically 
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you have two situations to recognize - one, cost 
recovery and the other to give an incentive to the 
explorer and that incentive should be the greatest 
where the risks are very great and they are not very 
great in drilling out proven acreage. 

' MR. STEWART: Oh, it really comes back 
to the question of the rate at which you wish to 
explore and if we made any of the changes suggested 
here it would add to the incentive to explore? 

MR. GIBSON: I think all the changes 
Which are suggested here run in that direction, 

Dr. Stewart. 

MR, STEWART: I won't go on and ask you 
whether we are having a sufficiently rapid rate of 
exploration. 

MR. GRAUER: Would not the Americans 
participate to a-greater or lesser degree? 

MR, GLASSCO:° That is a factor in it 
but the rate of exploration would be another element. 

Mr. Richardson quite properly points 
out that these are also designed to secure a certain 
equity not only greater incentive. , 

MR. GRAUER: I had a few points I wanted 
to clear up. On page 6, the situation where there is 
S percent on interest on provincial bonds and 15 percent 
on interest on municipal bonds. I am just curious to 
know the rationale behind that. 

MR. GLASSCOQ: These rates sort of grew 
like Topsy. I sam not sure I have heard the exact 


history of the sequence of them, We certainly don't 
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know the reason, We may be able to give you the 
order in which they arose. 

MR. GRAUER: I was just curious to know 
why the two rates. “3 

2 MR. GLASSCO: Well, I think as a matter 
of seniority the Dominion of Canada bonds get off tax 
free, the provincial which was next in order get a 
5 percent rate and the: municipals get 15 percent. 

. MR. GRAUER: On page 8: the restrictions 
placed upon the investment powers eae ee are dealt 
with and at the bottom of the page reference is made to 
pension funds and it is pointed out that if they were 
allowed to invest to a greater extent in common stock 
it would provide a hedge against inflation. Does that 
not also apply to the trustee investment? I rather 
gathered that you were less inclined to Pe. 4 

MR. GLASSCO: Well, in that connection 
there is a fuller reference to it in the study but to 
some extént the wills of wealthy people of large estates 
are being left more and more in such circumstances with 
a specific discretion given the trustee, in some cases 
the direction that they shall hold funds invested in 
equities. I am not sure that the amount of government 
control in the administration of trustees of wills 
generally is quite as important as an investment source 
as might be thought at first. However, it has a very 
important psychological effect and the collateral effect 
upon other bodies which are not directly bound by that 
law but influenced by it, boards of public bodies and 


charitable institutions are:in many cases unrealistic 
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as to powers of investment, but they ordinarily tend 
to exercise their discretion along the lines which 
the trustees are required to follow under, the laws 
of the province and if there was a change in the 
statutery requirements laid upon trustees I would 
think it would have an effect on a lot of people 
beyond the actual people who are bound by such law, 
MR, GRAUER: Certainly the assumptions 
made before this Commission of full employment and 
of expanding economy and a slight tendency towards 
inflation would make one think that. 
MR. GLASSCO: You are familiar with 
the very high percentage of investment of common 
stock equities of some of the educational institutions 
of the United States. I think a group of 45 or 50 
American universities show over 50 percent of their 
total assets in common stock. There is nothing like 
that in Canada and presumably some overhaul of our 
trustee powers might have some slight influence in> 
that direction. I think it has a restraining influence 
as it stands. his: . | ee 
MR, GRAUER: In the United States, I think, 
it is allowed to invest its sinking fund in its own 
stock. : 
. THE CHAIRMAN: Yes, Sears-Roebuck did 
that. # | a 
MR. GLASSCO: It is usually better than 
to invest in somebody else's common stock. 
MR. GRAUER: On page 17 you say at the 


end of the second paragraph; 
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"It is fair to say that unless some restraint 
was imposed in this connection, a serious 
loss of tax® °Y°" “Gould undoubtedly occur." 

That is a sample of the high prices that would. obtain 
and the very tax related to --- 

MR, GLASSCO: The depletion. 

MR. GRAUER: That is it? 

MR. GLASSCO:. Yes. _ }-mO O22 There. 

MR. GRAUER: Well, it Ls hardly a reason 

fr not doing it assuming it is the right thing to do. 
“is much like the last point in page 18 where you say 
revenue after this part i sataeobarex subsakiyetana 
‘stimulation of growth. We could hardly complain if 
the United States got more out of it, could we? 

MR. GLASSCO; Well, I am assuming we 
could stop the United States Treasury getting it if 
we wanted to. ieee 
J - THE CHAIRMAN: Don't you think that is 
a rather unfriendly act as the Secretary of the Treasury 
has to raise cash to balance his budget? 

MR. GLASSCO: He isn't the only one who 
is trying to balance his budget. 

MR. STEWART: The treaty does not cover 
that? 

MR. GLASSCO;: No, but the treaty may stand 
in the way of stopping some steps which you might want 
to take to stop it going to the Treasury of the United 
States. a | i 

MR. GUSHUE: This is a very general question, 
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Mr . Glassco, and entails a comparison of two industries, 
and perhaps you can't answer it but I was wondering 2 ib a 
you could express a view as to whether the risks in an 
oil industry are greater, for example, than the risks 
in the fishing industry? ies if ye wets 
_-«-—s—s—i“‘iétsésé*ésSMR«C @GASSCO: =I don't know what to say. 
about that. Both are fluid elements. Well, when you 
drill a ary well you can be sure there is no oll there 
but you can go out tomorrow and drag a river and there 
are a lot of fish where there were none yesterday. ; 
| MR. GUSHUE: And that have moved out when 
you go to get them? %y ee | 

- MR. GLASSCO: Remember the fish you get 
is largely a matter of how many people are fishing. 

THE CHAIRMAN: Well, I have been rather 
silent today because I know from long experience the 
trouble I get into when I tackle you and George 
Richardson but we are very grateful to you and if 
other questions crop up perhaps we can send them along 
later. 

Thank you very much. 

We will adjourn. 

(At 4:50 P.M. The Commission adjo@rned: until 10:00 A.M., 
Thursday, 2nd February 1956. ) 


t : igudatinse tone ova ta neumatila 


ne a ¥ 


na mt edely ot reddorw od 3s ae 


cote 


availa edt nedt ,siqmaxs 10? ra 


— ae aw 


— = 


‘ yse od tariw wom! 3! mob: ‘ DBRT am 
yoy nedw ,tieWw .atnemels bivit ets dtod cael a 
sredd Ito on et etedd ouve od neo, NOY, ifew vib & 


gtesdd bas nevit 8 g81b bas wortemd 30 0g wiki Be 
Yebrevesy anon s19W stent eredw datt wc 8 


ve a 


aertw tuo bevem eved daft brk, :BUR@UD AM - nag 
med? ati Ot. 

teg vey det? odd sedmemon sO08@ATID .AM ) ‘ipl 
saidett ere aiqoog yusm word to tedvam 8: yl . 
rodsst meec sved I ,[fleoW “<WAMHIAHO HT d or 
oni Sone lisqxs arol mount woml I sauvsced eben ji 
‘sates bas soy eftoat I new odnt tog Ie 

It bas voy o¢ Inteterta yrov ers ew dud 


| sole aed? boee nso ow eqsnteq gy gota, enoktaenp: “ 
dom yrsv voy Naadt 
rr [itw ow 


eM. A OOrOL Lion berpoths ootactamey oT 4.49 08: 
{. 380 yrauidet Sas ..ysbauvdt 


| 


O 


yrs 


Astin rik ane 
y / —_— 
’ Wey 
ep ie RO 
SN 4 ayy 
a font 


avast 


{ 


rayAL? 
/ 4 

4 

wt 


t 
tay 


YAL 


ADA'S ECONOMIC PROSPECT 


RONTO, ONT. 


i 
y 
; hil Py We ¢ ; Me f 

f d ARVIIENS de Oi SAE) RL hSeS Taiky ‘ oo AR 

yF : HH Let blues hi) as ; 
a Was ety i ES a 
tan Ae fi f ; ‘ , 
fh Deh ee ay f aay t f 
hore t a 4 J } 
f ™— i iy 
Ri Cae Kinet tie a as fi ec ays Sy mht 
dy } : Mh ey ; mn i fi j 
( Voie rte i PID a io Yet get t Ont 
ye “ Bib Mis \ ys f 
‘aN ae ne Deleting t ‘ 5 
: ¥ ri ' I ' ii by : 
TP ay Yon es . { S 4 } i 
CIN Cen: a Non 
ca Ai ¥ és eit) 
; i s \y Ps 
x i y 


HEARINGS | 


HELD AT 


FEBRUARY 2, 1956 


Une me i VOL 30 


; f 


Peet 


wilh 


7 - 5850 - 


TORONTO, ONTARIO, : : 
Thursday, cnd February, 1956. 


APPEARANCES : 


Mr. Edgar Burton, President, 

The Robert Simpson Company Limited. 
Mr. F.H.Kortwright, President, 
Conservation Council of Ontario. 
Mr. E,ic Baker, i 

Mr. H.L.Patterson, Director of 
Farm Economics; Ontario Department 
of Agriculture, , 

Mr. Gavin Henderson, Secretary of 
Association. 


Mr. R. Hodges, Soil Scientist, 
Photographic Survey Corporation Ltd. 


Dr. Lord, Association of Professional 
Engineers of Ontario. 


THE CHAIRMAN: Will we come to order, 
gentlemen? Mr. Burton, it is very pleasant to welcome 
you to this Commission. We have read your submission 
and are looking forward to hearing from you. I think 
if oa would read it, it would be useful. We will 
mark it Exhibit 167 and any time you are ready you might 
as well proceed. 

MR. BURTON: Mr. Chairman, and gentlemen, 
I welcome this opportunity to present some views before 
this Royal Commission on the Canadian department store 
business, Without a dobt, Canada's economic prospects 
will be enhanced by the consideration of (one vere: 
Planning which the terms of reference of this Commission 
has stimulated. 

In every industry and business, it is the 
responsibility of senior operating officers and directors 


to deal not only with current operations, but also to 
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make the all important decisions for the future, 
after a full assessment of business prospects in the 
months or years ahead. It is only recently, however, 
that Canadian companies have directed their business 
planning to 5, 10 and even 20 years ahead. In the 
retail trade and possibly in most ather businesses, 

I think it is correct to say that LG is impractical 
for other than the largest companies to forecast 
changing patterns of distribution and to direct their 
development accordingly; but it is true that all 
businesses, large and small, should benefit greatly 
from the results of your findings. 

Before dealing specifically withthe 
department store business and possibly answering the 
questions uppermost in your minds about its place in 
our economy and current development, which will in- 
fluence its future growth and expansion, I think I 
Should outline certain factors which affect Canadian 
retailing as a whole. 

Canadian distribution has been developed 
and adapted to serve a sparsely settled land area and 
it has had to contend with the many special problems 
that a small population and great distances have created. 
Distribution costs are of necessity a major problem in 
a country with approximately four people per square 
mile, such as we have in Canada. In the United States 
there are for comparison 55 people per square mile. 
Then the Canadian climate with its rapid changes and 
extremes in temperature can create unusual inventory 


problems for most of our retailers. In the case of 
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seasonal goods, particularly women's fashions, the 
wrong weather at the wrong time can mean the difference 
between operating at a profit or a loss. Yet the 
successful Canadian retailer must always carry adequate 
stocks to meet the needs of a normal season. This is_ 
a hazard which large and small retailers share in about 
the same degree. — ne aes 

On account of the limited population in 
most parts of Canada, the manufacturing of consumer 
goods is largely concentrated in Southern Mtario and 
Quebec. Retailers operating outside of these areas, 
some of them at great distances from their sources of 
supply are required to make firm commitments further 
ahead and have to contend with other operating dis- _ 
advantages on account of their distance from markets. 
In the United States, on the other hand, where there 
is much greater decentralization of the consumer goods 
industries, retailers are able to buy locally a large 
percentage of the products which they sell. California 
is a good example. And the west ccast is a very good 
example of this. One company I know of buys 80 percent 
of the goods they sell on the west coast. _ 

The Canadian retailers! gamble is also 
increased by the necessity of committing themselves 
for larger initial orders at the beginning of a season. 
They have to do this for reasons I have mentioned, but 
in addition they cannot always fi12 in their require- 
ments from manufacturers! shelf stocks as can generally 
be done in many United States markets. 


We should also remember that the incidence 
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of our freight rate structure has the effect of 


making more expensive the prices of consumer goods. 


It has been the national policy for many years that 


our primary products should be carried by the railways 
at very low special rates. The result of this has been 
that other goods, including those sold to consumers, 
have been overcharged, so that our railways could main- 
tain an economic operation. It is not my intention at 
this point to argue the pros and cons of this policy, 
but you can readily see that it adds to the distribution 
cost of consumer goods and it falls with particular 
weight on the pocketbooks of Canadians living at some 
distance from the industrial districts of Ontario and 
Quebec. 

I should also add anotherfew words here 
that are not in the brief. Another very important 
influence in the cost of consumer goods in Canada is 
the 10 percent sales tax which does not exist in the 
United States and then, of course, we have excise 
taxes on a variety of lines of goods which also do- 
not compare with what they have down there. So that 
when looking at the broad limit of manufacture of 
consumer goods here and the retail prices at least 
10 to 15 percent of the retail price is a tax which 
we have which they do not have. 

Because of our special distribution 
problems in satisfying the Canadian consumer in widely 
separated parts, the wholesaling function is bound to 
be an intricate part of our distribution system for 


many years to come. Many small retailers in towns and 
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villages across our land need the wholesaler not only 
for their supply of merchandise, but also for the great 
assistance the wholesaler gives his customer today in 
sales promotion, fixturing, display, accounting, and 

in many other ways. Thefour mail order plants of my 
own company act as wholesalers of many lines of goods 
tO our own retail stores. They provide A merchandise 
service of supply to our retail stores in much the 

same way that the independent wholesaler services his 
group of retailers. 

Perhaps the single most important fact 
about retailing in Canada is the strong competitive 
position of the independent retail store in most 
categories of merchandise with perhaps the exception 
of food. There is certainly no over-all trend towards 
monopoly conditions in the retail trade, in spite of 
rather rapid expansion in the department store field 
in recent years. In 1955, department store sales 
amounted to probably less than 10 percent of all retail 
business transacted. I might say that in that total 
figure would be ineluded automobile sales as well. 
Department stores, however, having the resources to_ 
Study, to assess, and to pioneer new ideas play a most 
important part in contributing to more efficient 
operating and merchandising procedures within the 
trade. 

The Department Store Business , 

There are certain trends in costs, nerey- 

ment, and productivity as well as factors affecting 


purchases and changes in consumer habits in which I 


. 


Ma a . 


or te, atencle obit ‘EA oe WE. oni 
aboog to soutl yen 20 eretsesfonw as’ 9: yagi 
eatbasdotes s shiverq your vaerede Chasers age 
ocit doit it eotote Ltatet so od vlqaud’ t0 
sid sestvise tsledeforw states ‘oat tnt 
he es Lexeltetss 

tos? tasdnogmt seseatachatle sa vekaecsheonnne 
evidtiaqmos gnoxta est et sbsasd’ at sattbatow 4 
teom at ovotea [isden snebaeqebat ond to, i 
noktsqsoxe sit aqerreq dttw setbnedorem to ae ih 
ebrawed brett’ £le-revo on wWatsdxs0 at eretT .B yt 
to edige at .ebsid [ister onl nt enotdtpaes hig: 
blel? erosa tnemtrsqeh odd nt motensgqxe biqet 4 
esfse ouste dmomiisegqeh .ceel avr Lersey tins 


ra 
A 


iistes {Is to tneoteq OL ast easel yldpdomiq oF 
fatod tant ot tedd yea ‘deighm I .betosenstt seen } 
{few as asiae elidomotus bebrtont ed biwow's ‘ 


cae, 
i 


ot seouroes: ort anivend ,sevewod .gstose pore 
; j a, 
json s Yslq esobk wen ssenotq ot bas .sessen oF 7% 


thefoltte siom od anituditinos nt tiaq sae 
eit notdtiw sewmbesotq gatethbnadotrem bas gots 


‘peontavad sxote tromtraqedt ie 
-yofqme ,ateoo at ebnoxd nisii1s9 exe stent 


anttos?'ts erotos? as [flew es yttvitouboxq pre a: 


I nofriw at etidsn sasswenoo at esegneds Bas eosadé 


- 5855 - Mr. Burton 


feel sure this Royal Commission should be interested. 

In view of the many incorrect statements 
made that Canadian operating costs and margins are 
higher than in the United States, I should like to 
submit the following data which is evidence to the 
contrary. The United States figures are from the 
annual reports of the Controllers Congress of the 
National Retail Dry Goods Association and represent 
a broad sample of American department stores, The 
Canadian figures are based on reports from forty 
department stores. These statistics are directly 
comparable. 

I am not going to read all the percentages 
but you will see by looking them over that the gross 
margins in the United States are approximately two to 
three percent higher. than they are in Canada for the 
last three years, 1952, 1953 and 1954 and we have ex- 
penses much corresponding ly lower. The net operating 
profit is quite small. It is less here actually 
although it was more in 1954 but in the two preceding 
years it was less than in the United States. Stock 
turnover here is even better than in the United States 
which is quite remarkable in view of our particular 
market. 

MR. GRAUER: Net operating profit, is 
that a percentage of sales? 

MR. BURTON: Yes. These are all percen- 
tages of sales to the stock turnover. 

There are only three years ! experience on 


Which to base these comparisons, but they indicate that 
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Canadian department store gross margins and operating 
expenses are lower in relation to Sales than comparable 
department stores in the United States,— 

Department store costs have steadily risen 
in dollars in recent years reflecting sharply higher 
wage rates, as well as other increases in the cost of 
supplies and services to meet customer demands. They 
have been subject to the same upward cost pressures 
experienced in other industries, It must be emphasized, 
however, that a department store does not derive comparable 
cost saving benefits from technical improvements in 
machinery and equipment as does a manufacturing company. 
Retailing is far from being an exact science. Asa 
service operation, which must of necessity have a large 
labour force, its main opportunity to brake rising costs 
is more efficient organization and administration. 

It is certainly true -- I perhaps should 
have said "probably true" -- but it is certainly true 
that the retail business is the most keenly competitive 
in our economy -- it is certainly one of the most anyway -- 

THE CHAIRMAN; You won't include the 
accourting profession? | ; diss 

MR, BURTON: No, that is another, sir. 
--- and as a result department store have been forced 
to add more and more customer services in response to 
public demand. Under these clrcumstances, the fact 
that most department stores in Canada have been able 
to hold the rise in costs in relation to sales to very 


small proportions is, I think, a creditable performance. 
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been very little change in operating costs as a per- 
centage to sales in United States department stores. 
Unfortunately, there is no long-term comparable date 
available for Canada. It is reasonable to suggest, 
however, that department store costs as a percentage 
to sales in Canada have not varied much during this 
period. In any event, this is true in the case of my 
own company. 

The future trend of department store 
operating costs will depend to a large extent on payroll 
costs. Stores are experiencing an ever increasing 
demand for more and better services including such 
things as credit facilities, telephone ordering, 
and the extension of free delivery areas. They are 
also faced with the necessity of providing large scale 
parking facilities and they have to absorb heavy in-, 
creases in most communities in realty and business taxes. 
As an offset to these, there are some favourable factors 
which tend to keep costs within reasonable bounds. The 
extension of arn: and self-selection as a means 
of selling merchandise is minimizing the number of staff 
required to sell certain lines of merchandise. More 
efficiently designed display fixtures are essential if 
a store is to accomplish very much in this direction, 
There also have been great developments in goods handling, 
particularly durable goods. Better warehousing and 
mechanical handling of heavy lines have had an important 
effect in reducing operating costs. On balance it would 


seem that there are good reasons to believe that direct 


, operating costs of Canadian department stores related 
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to sales should gradually decline in the years ahead. 
______ Im relation to sales volume, department 
stores require a greater number of employees than most 
other types of business, and the degree to which they 
will be able to reduce costs in the years ahead will 
depend in large measure on whether the rise in total 
payroll costs can be kept in line. In recent years, 
stores have steadily raised wage rates, so that a 
career in a department store has become must more _ 
attractive than formerly. In addition to paying pe 
petitive wage rates, most Canadian department stores 
have adopted an impressive programme of benefits -- 
profit sharing, pensions, sickness allowances, medical 
and hospital care, group insurance, vacations and 
holidays with pay, etcetera. 

One of the most Significant and important 
developments taking place is the growing acceptance of 
profit sharing plans of one kind or another, A recent 
survey by the Canadian Retail Federation of 100 member 
companies operating more than 2,000 stores showed that 
27,500 employees in 71d stores participated in some 
form of profit sharing. 

‘oy: The. Simpson company | introduced its profit 
— plan in 1919, and in our opinion Lt has -contri- 
buted greatly to the continued success of the company . 
The members of this plan are all shareholders of the 
company, thereby giving them a special interest in the 
financial success of the business. I regard this pro- 
gramme to give regular members of the staff an oppor- 


tunity to participate in the fruits of their efforts, 
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the most important Single element in good employee 
relations. Our retirement scheme combines the profit 
sharing plan and a Company paid Government annuity so 
that on retirement our employees have a cash sum ais 
| I should have said including a block of stock -- plus_ 
a Canadian Government Annuity for life. This has been 
a most effective combination. s- Th 
Retail stores, particularly department 
stores, must remain open to serve the public six days 
a week, and in addition most stores today are open one 
or two evenings a week until 9 p.m. With the acceptance 
of the 5-day employee work week, and most progressive 
retailers have adopted the 5-day emp loyee work week, 
sales staff time has to be staggered. Aside from 
increased wage rates and welfare benefits, the 5-day 
employee week combined with the 6-day store week have 
been responsible for the most important cost increases 
in recent years. 
ae _ We are going to see evening shopping 
becoming the custom in more and more cities in the years 


ahead, With more married women working and with many 


housewives finding it difficult to leave young families 
aeeeans shesdaytiney there sisndn increasing ydemand “in 
most communites for family shopping nights. I suppose 
this trend is encouraged because it is easier to park 
in the evening than during the daytime, and 1t gives 
an opportunity for husband and wife to shop together 
which they cannot do during the daytime unless they 
want to spoil their weekends, their Saturdays 


and so on. Unfortunately, in many municipalities there 
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still exists antiquated store hours legislation which 
prevents retailers giving customers the service they 
want. This is by far in the minority. I think most 
communities by far do not have such legislation but a 
minority have. Evening shopping in the modern depart- 


ment store does not mean longer hours for employees. 


) 

Working hours are arranged in such a way that no em- 

; ployee works more than 8-hours. a day or 5-days a week. 

) aa . Originally much .of this antiquated store 
hour legislation was passed to protect the worker and 
is completely out-of-date and unnecessary in view of 

_ the adequate protection provided by existing Labour 

) Codes. 

: It is certainly inconsistent to allow a 

manufacturer to operate his plant around the clock if 

he wishes to do SO, and at the same time prohibit a 

retailer from utilizing his capital assets in the same 

way, provided, of course, that he does so in keeping 

with established legislation on the maximum hours of 

work. One or two evenings a week for shopping is almost 

a must in many of the outlying shopping centres which 

_ are being developed at the present time; yet in many 


{ Places these progressive retailers are prevented by — 
this out-moded legislation from giving the people what 
they want. 14 hw ty Bee 
® . Speaking of legislation, it is also ~ 
interesting to note that in many states of the United 
States, they have Fair Trade Laws which attempt to 
force resale price maintenance. Here in Canada we have 


a law which attempts to prohibit resale price maintenance 
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am just the reverse legislation to that which exists 

in the United States. I would like to suggest that 

both countries are wrong; that no legislation on this — 
subject is desirable or necessary and that the resulting 
price level to the consumer, in both countries, would 

be very much the same as we have today. With the 
keenest kind of competition at the manufacturing as 
well as at the retail level, certainly in consumer 
goods levels, there is no need for any special legis- 
lation. . . 

The Fair Trade Laws of the United States 
have been responsible to a large extent for the springing 
up of the discount house which makes use of the Fair 
Trade price supposedly to show how cheaply its goods 
are being offered. We do not have discount houses as 
they are known in the United States, but in recent years 
some retail stores have been established in the larger 
Canadian cities, selling mainly major appliances and 
television at very low margins and presumably at very 
low expense ratios. I think one can assume that with 
the demand for this type of product on the increase, 
these stores will continue to operate successfully. 

It is true, however, that if volume were to drop off 

substantially in any of these major appliance lines, 

it would be most difficult for this type of store to 

make a profit at present margins. Department stores 

are meeting this price competition, although with the 
additional service and guarantees rendered by depart - 
ment stores generally there is little or no profit 


being made in these lines. 
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It is sometimes suggested by those who do 
not know the facts that department store margins are . 
substantially higher than those of other retail outlets. 
This is a broad generalization that cannot be supported. 
It must be realized that in most lines of goods, depart - 
ment stores perform the wholesale as well as the retail 
function. A comparison of gross margins can only be 
valid on similar merchandise sold under a similar mer- 
chandising plan. The fact is that department stores 
in nearly all cases have smaller margins than the normal 
combined wholesale and retail spreads; yet they supply 
the customer with more services and a much larger 
assortment of goods for which the consumer pays no 
additional premium ae in fact, in most lines there is 
a substantial saving. . 

One special point of interest to the 
Commission should be. noted here. While Canadian depart- 
ment store gross margins are less than they are in | 
comparable stores in the United States, across the whole 
range of consumer durable goods the disparity is even 
more pronounced. Not every one realizes that Canadian 
department stores buy from Canadian manufacturers more 
than 80 percent of the merchandise they sell. In my 
Own companies the figure is higher -- somewhat in excess 
of 85 percent. It is our policy gradually to raise this 
percentage by having many important lines now produced 
in the United States made for us in Canadian factories. 
To do this will provide much new employment in Canada, 
and from the standpoint of service of supply in the 


event of national emergencies of one kind or another, 
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or Exchange difficulties, it is obviously in our own 
interest to do this. on | | 
We are also keenly interested in buying 
a wide assortment of imported merchandise from the 
United Kingdom, the United States and other countries 
of the free world, mainly European countries. Some of 
the items which are imported could not be made economi- 
cally in this market. Many of them are strictly of 
) the prestige fashion character. A steady flow of such 
_ merchandise is of inestimable value to Canadian manu- 
facturers as they provide them with no end of ideas and 
inspiration. Many of the new items which are imported 
by department stores are soon copied and manufactured | 
in Canada and are thus made available to all retailers. 
The granting of consumer credit by 
. department stores has been an important method of selling 
Since the first World War. As long ago as the early 
cO's, our Toronto store had time payment accounts in 
two out of three homes in Toronto. The granting of 
this type of credit has enabled hundreds of thousands 
of people to acquire appliances and other home furnishings 
Which they might otherwise not have owned. It has 
enabled manufacturers of these products -- and this is 
a very important point 3 to have a market big enough 
to make the production of them economically possible, 
Consumer credit has been one of the main 
methods used by the average working man to ralse his 
standards of living, and I suggest that this type of 
. selling instead of being frowned on by many important 


people in business and banking should be encouraged. 
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The only control in my opinion, that is ever needed to 
make sure that the expansion of consumer credit does 
not go beyond reasonable bounds is the good judgment 

of the persons granting such credit and the availability 
of funds to finance their accounts receivable. In 
recent weeks there has been a tightening of bank — 
credit and those extending consumer eredit will un- 
doubtedly find it more difficult and more expensive 

to provide financing for a further extension of this 
business. It is my sincere belief that it would be a 
great mistake to contemplate any direct consumer 

eredit controls at the present time. 

It may be of interest to the Commission 
to know that while the total business of our companies 
increased during 1955 in line with the general trend, 
the percentage transacted on credit was actually lower 
in relation to total sales, than the year before. These 
figures are rather interesting because we have credit 
accounts in about 20 percent of the homes in Canada 
from Newfoundland to Vancouver Island. 

f 7 I might say that these accounts average 
in the neighbourhood of about $100.00 and they pay out 
in an average of ten months although we do have credit 
accounts much shorter than that and longer, up to 24 
months. 

There is a great deal of speculation © 
today as to the effect of the suburban shopping centre 
On established downtown department stores. It is_ 
Suggested by many that the suburban shopping centres 


are displacing the downtown commercial areas of our 
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cities. It is my opinion that the downtown department 
stores are not facing’ the prospect of a decline in 
their commercial importance, but rather that their 
future growth will be at a slower rate as suburban 
shopping centres develop. 

| : A shopping centre is really an addition 
to the competitive facilities offered Canadian consumers, 
and it is not adaptable to every city or town ; rather, 
it is limited to certain urban areas with large scale 
suburban developments. Many of the shopping centres 
that are being developed in suburban areas are merely 
replacing the kind of strip growth in retailing which 
we have seen in years past, such as Danforth Avenue 
and many other streets in Toronto and elsewhere. Most 
of the future retail growth in cities of 30,000 popu- 
lation and more will be in the form of shopping centres 
with large parking areas for the convenience of customers. 
Nevertheless, there is strong statistical support for 
the belief that: the big downtown department stores which 
offer by far the largest range of merchandise and 
services will continue to attract their customers 
from not only. the inner sections of the eity but from 
the suburbs as well, particularly for the more important 
type of purchase, such as a fur coat or cloth coat. or an 
improved item of home furnishing, etcetera. 

« _ We have done much in some of our cities, 
and particularly in the City of Toronto to improve our 
transportation facilities to the downtown area, but a 
great deal more must be done. 


It is interesting to see the extensive 
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development of municipal parking areas and garages 
across the country. Much more of this should be done, 
not just by municipalities but I believe by business 
itself. Great improvements will have to be made in 
parking facilities for all downtown stores in the next 
few years. J am sure that this will be done and that 
the downtown department store will more than maintain 
its position in the future years. _ 
Although only a relatively small propor- 
tion of the total retail business in Canada is Lodi 
acted by mail order, it represents perhaps the most 
important single element in our distribution system. 

r it is not an exaggeration to say that without the mail 
order catalogues of the large companies that the 
standard of living for many Canadians, especially 

those Canadians living in sparsely settled areas, would 
be lower and this statement can also be made of people 
in smaller communities. 

_ One might think that with the farm-to-city 
trend of population movement that there would be some 
curtailment in mail order business; but, in fact, the 
direct opposite is the case. The large mail order | 
catalogues supported by order offices in nearly every 
community offer customers in smaller cities and towns 
a wide range of merchandise they would otherwise not be 
able to obtain, and they exerta strong levelling 
influence on consumer prices from coast to coast. In 
addition to this, the mail order catalogues are serving 
an increasing number of customers in the outlying suburbs 


of large cities who find the catalogue and the telephone 
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the most convenient method of buying. 

Mail order planning must be done many 
months prior to normal retail practice, and in a country 
Such as ours with wide seasonal variations in manu- 
facturing production, mail order merchandising because 
orders are placed in the off-season makes a distinct 
contribution to levelling out seasonal fluctuations 
in our economy. 

Capital expenditures by .department stores 
and for that matter other retailers are determined by 
some of the following factors. The rate of population 
increase certainly exerts an influence, but the distri- 
bution of potential customers and the level of personal 
income is even more important. Most of the 150 , 000 
Canadian retailers serve relatively local markets. 
Measured in time intervals, these range from the small 
convenience goods store serving customers in a five- 
minute walk-in radius to the large downtown department 
store or regional shopping centre which draw their 
principal traffic within an area of twenty minutes . 
transportation time by private car or public vehicle. :; 
Within the small and medium sized Canadian 
cities, increase in population and income is and probably 
Will be the principal motivation in- attracting new 
stores and in persuading existing establishments to 
modernize. Some of this increase in population comes — 
from a rise in the birth rate, some from new immigrants 
and some from the continuing movement from the farm to 
the city. In the larger cities, these same factors have 


existed; but in addition there has been a strong movement 
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to surburban living, and even beyond that to residential 
"colonies" such as we see in many communities surrounding 
a city such as ours. 

In all such cases, car ownership is the key 
to participation in city life. Although the automobile 
provides the necessary mobility whereby most of these 
residential "colonies" do their principal shopping in 
the established retail outlets in the core of the city, 
there is a real opportunity in such areas and need for 
convenience goods stores such as food markets, drug 
stores, and so forth, and a very large proportion of 
new retail development has taken place in such areas. 

With a rising standard of living and a 
much wider market due to population increases, the 
amount of new retail selling space that will be built 
in the next few years should be very substantial. People 
will have more discretionary income to spend on goods 
formerly considered in the luxury class. There will be 
tremendous developments in the sale of merchandise that 
is of a labour saving or convenience character, Many 
of the appliances and much of today's consumer durable 
goods selection will be completely out-of-date in a 
few years, and with increased emphasis on labour saving 
devices, many articles which are mowidansaaered luxuries 
will take on new importance. der ae 

Looking back 15 years, it is clear that 
there have been tremendous advances made in widening 
the range of consumer goods - sports clothes, power 
mowers, electrical appliances, television, to mention 


Only a few. As a result of the millions of dollars 
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being spent by industry on research and development, 
we can be sure of an ever growing range of consumer 
goods that will demand the best in store facilities 
and methods for mass distribution. 

The price of admission for the smallest 
retail operation is relatively modest, while the price 
of a large store properly designed and fixtured is 
extremely high. The record of retail capital invest- 
ment in the past points out that it is more sensitive 
to changes in economic activity than in those industries 
where they have to plan farther ahead, such as a few 
large corporations. I would think the steel companies 
would be a good example. So given favourable economic 
conditions, we can be sure that there will be a continuing 
high level of investment in retail facilities. 

As I have indicated, employment in depart- 
ment stores is high in relation to dollar volume. In 
recent years, the introduction of the 5-day employee, 
pr aay Store week have tended to increase the number of 
employees in retailing. It is quite possible that in 
the next few years the growth of employment in acgures 
ment stores and other retail establishments may be 
Slower than it has been in the recent past. The trend 
to self-service and self-selection will have some effect 
on the number of people required in the retail trade. 

One of the most significant contributions 
to employment in the retail trade is likely to be in 


; expanding facilities for servicing merchandise sold. 


_ With the tremendous increase in the sale of appliances 
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in servicing facilities will be required. Department 
stores have been leaders in providing reliable repair 
service and can be counted upon to improve their 
competitive position wherever possible by a more 
complete and satisfactory repair and parts service. 

I hope that the various points I have 
discussed in this brief will be of value to this Royal 
Commission. It is through modern methods and facilities 
that Canadian distributors will contribute to a higher 
standard of living for our people because in many ways 
the retail trade of which the department stores are a 
part determines the level of our prosperity. 

Thank you very much, Mr. Chairman and 
gentlemen for the time you have given me and if there 
are any questions you would like to ask I will do my 
best to answer them, 

THE CHAIRMAN: Thank you very much, 

Mr. Burton, I will start off if that 1s agreeable, 

On page 11 you state that 80 percent of 
the merchandise sold by Canadian department stores, 
and in your case, 85 percent is purchased from Canadian 
manufacturers, i must say I was surprised that that - 


percentage was so high. You are talking about the whole 


range of your products, are you? . ‘ af — 
MR. BURTON: That is right, not ine luding 

- food and not including automobiles which we don't sell. 
THE CHAIRMAN: Is it the policy of depart- 

ment stores generally in Canada and your company in parti- 

cular to assist or to encourage manufacture of various 


consumer goods in this country? 
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MR. BURTON: I have said that. Actually 
in the last two or three years we have been able to make 
some very interesting arrangements for manufacturing 
quite important lines here that were imported before. 

A good example of that is the Coldspot refrigerator 
which prior to three years ago was imported into this 
country at the rate of 8,000 or 9,000 refrigerators a 
year. Last year, let us say the year we are in now, 
our company will buy from Kelvinator who make these 
machines in Canada, about 15,000 of those boxes and 
we can import them actually from the States and pro- 
bably do a little better cost wise than we can do by 
building up that volume here in Canada. But we feel 
that it should be done that way because it is such an 
important product and a little more volume will enable 
us to meet and beat those prices in the States. 

THE CHAIRMAN: In encouraging the manu- 
facturer of refrigerators or any other consumer goods 
in Canada are you in a position to assist manufacturers 
either by giving them management advice which the 
smaller manufacturer often needs or financial assistance? 
| MR. BURTON: We do both. In several cases 
we have provided the whole layout of the plant from 
information that we have access to and in the case of 
any important source of supply we like to have a small 
financial interest in the company which is not parti- 
cularly for making money out of it as a sideline. The 
purpose mainly is to tie the manufacturer to us so that 
we will have a permanent source of supply and not be 


Subject to jumping around from this customer to that. 


ety 
Pepe oo) y cee 1 ches 
oY on mo eto mae se oo saat 
gsitonivtisi adagmegnaris | 
.exoled betroqmt stew tad? eter aoutt < roqin 
notareginvien soqeblod edd et Jsrt to eLqmaxe boo 
ands ojnt bedtogmt eaw ogs e1sey veut ot toLag do 
- 8 BxossTeginier 000. 10 000.8 to estar sit te yids 
| Won ot ots sw Isey end yee eu del .isey dasd 9. A 
: on onsm ow tossntviex mort yud Lfiw yasqmoo 4 
bas voxod seortt Yo 000.2% duods .absasd mt 
-o1q bas neset2 odd mor? yileutos mod drogqmt 
yi Ob mB: ew msds ontw taoo tedted elssil e ob vid 
foe? ew du@ .sbensd mt sted emulov. teadd qu arbi 
ne dove at gb iia id yaw tadd each ed bluode ft 9s ; 
sidsas fliw eauLov atom eltdtl s bus touberg ¢ st me 
.ee3st2 oct at eeoliq seornt ¢sed bas teom of 8 
-uasm ests gnigerssoong ol :MAMAZAHO SHT . a 4 


aboog zemuenoo teddvo yas to axotstepixis: to 


oe 


evetudveinaam gelaas of noldteog & al soy e186 sbsaed) r 
ocd dotdw eoltvbs taemegsnam mond. gatvig yd = oe 
tenneteteas istonsal? 10 abeen netto tsmdosiunsm wel iiss 
geese {[enevee al ited ob oW 6 MOTHUE |. AM 7 
wort taalg opkt to dwoyel efodw ont bsbtvorg overt 
lo saso end at bas of aaso0g svar ew dand old sar 
{lame © ever ot exLL ow ylqque ‘lo sowo0e susdiogml | 
~Liisq son ef sioldw ynsqmoo- efé nt taotetat fsto 18 | 
od? .ontlebta #.a8 ¢t Yo tuo ysnom gatism 102 ylasl 
jadi o8 ev ot Te1udosIunam ond elt? o¢ al yiatam | 
ed gon bas yqque to so1v0e ¢mensarieg 5 oved [liw 


ted? of semoveso ald? mort bayer gatqat o¢ soeg 
/ 


- 5872 - Mr. Burton 


THE CHAIRMAN: In the United States do 
the larger retail department stores own manufacturing 
plants themselves on any substantial scale? 

MR. BURTON: No. 

THE CHAIRMAN: Their method is the same 
as yours, is it? 

MR. BURTON: As far as I know, there are 
very, very few manufacturing plants, amazingly few, 
completely owned by retailers and I don't feel it is 
a good thing. I think it has come about where the 
retailer has had a peculiar position in a company and 
for poor management or something has had to step in 
and take it over, But I don't think that is desirable 
and it is not something that is being extended to our 
knowledge. 

THE CHAIRMAN: Yesterday Mr. Goss, the 
president of General Electric made a most interesting 
submission to us in which he pointed out that there 
was an optimum size of plant for products which are 
mass produced. The ones he was talking about, the 
optimum sizes were fairly large but I think we all 
know in some products the optimum size is quite small. 

: In the ones I am thinking of, the optimum size requires 
100 employees and it is much more economical to operate 
. that way. Are you in a position to give that kind of 
advice to manufacturers? . 
MR. BURTON: As a matter of fact through 
our partner in the United States we have available to 
us complete studies of optimum sizes of every type of 


manufacturing. They have made studies to that effect. 
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For instance, in the case of a factory that makes 
sheets, 100 machines or thereabouts is the best per- 
formance you can get. With 600 machines you can get 

a little better but it is much better to decentralize 
in different parts of the country when that happens 

and I would hope that is the great objective that I 
would have in this kind of a programme, that we could 
have plants, say, in the Maritimes and British Columbia, 
etcetera, when the volume gets to the right point. But 
we have all that information available to us and it is 
being used all the time. : 

THE CHAIRMAN: I was leading up, 

Mr. Burton, to asking you whether it was the kind of 
information you could let us have, our staff? 

MR. BURT ON : Sure, it could be made avail- 
able to you. I am quite sure it could. I don't think 
there is any objection at all. 

THE CHAIRMAN: It seems to me that perhaps 
the Canadian manufacturers are less well informed about 
that type of information than their American counter- 
parts. | 

MR. BURTON: A very good example is the 
case of a plant making ready roofing in rolls. In the 
United States foryears that has been a product kicked 
around by distributors of all sorts at a very inadequate 
margin ef profit so that one company in the States = 
decided they were going to do something about it. There 
was a very tight price situation at the manufacturing 
level of this product. So they bought one plant a 


few years ago and the key to making that stuff is one 
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great big machine with a few miscellaneous little 

things and the key to making it cheaply is the 

principle of one machine going 24 hours a day like 

a paper mill. Today they have 25 plants dotted across 
the United States all very small, but geared to that 
one machine and the saving in transportation is terrific. 
We pay a tremendous penalty on all shipments to British 
Columbia, for instance, T think it is about 2 or 3 
percent to ship goods out there. But our objective 

would be to study all those things as a company and 

try and make manufacturing arrangements to decentralize 
as much as we can but it is not possible when you have 
got one million people in an area, and I suppose perhaps 
less in the Maritimes. I don't know what the total popula- 
tion of the Maritimes is but it is not quite enough to do 
a lot of these things. 

Battery manufacturing, for instance, you 
can manufacture batteries in a very small plant yet in 
Toronto we think we are doing well to have one. We are 
thinking about another one now at the Coast but that. 
information, I think, could be made available to you. 

I will have to ask my associates. _ 

THE CHAIRMAN: Well, if it could be made 
available preferably in a way that we could use, but 
otherwise confidential, the general idea would be very 
valuable. . 

MR. BURTON: I will find out about that. 

THE CHAIRMAN: On the same point -- and 
I think you have covered this but I want to be clear 


about it -- you said in talking about purchasing such 
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| a high percentage of your requirements in Canada from 
Canadian manufacturers, that this was desirable from 
the standpoint of guarantees of supply? 

~MR. BURTON: That is a further flow of 
merchandise so that in times of say, some Korean war — 
breaking out for example, prices shoot up and you have 
commitments with a whole lot of manufacturers and some 
of them seeing a quick dollar somewhere else will divert 
material or something that should come to you and you 
can't very well do much about that. So that the more 
you have of the type of sources that are tied to you 
the better. That is what I had in mind. 

THE CHAIRMAN: Well, let me put another 
questions: do you think it is in your inverdsts to 
have considerable sources of supply in Canada rather 
than to depend on importations? 
MR. BURTON: Oh, very much so and 

actually that has been our policy for the last several 
years with any important lines that we are now importing 
from the United States mainly because that is where the 
problem exists sh hikes and certain cases in England but 
most of the merchandise we buy there is of a volume 
and specialty nature. We have gone out of our way as_ 
we did in the case of refrigerators to make them here, 
At the present time we are importing all our freezers 
from the United States but we plan next year to make ~ 
them here. That will mean a terrific volume of business 
to do so. We have got to build a new plant. That is 
not financed and not arranged yet, so it takes time. 


THE CHAIRMAN: Several years ago in this 
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country and I suppose you still hear it -- some manu- 
facturers said that they felt it was not in their 
interest to tie themselves to any one or any few 
customers for two reasons ‘4 one that they didn't have 
independence if they were tied to one or a number of 
customers and, secondly, it prevented them selling to 
others. Is that an old-fashioned concept? 

MR, BURTON: Well, I think there is a 
difference in selling 100 percent of their output and 
2O percent. In the case that I have talked about I 
don 't suppose we take more than 20 percent of Kelvinator's 
output even now if we take that. I think that we do 
have some cases where we take maybe half the output 
but our policy is to buy from better manufacturers 
and fewer of them all the time and the more we spread 
ourselves the less effective job we can do and the less 
money we can make, and the manufacturer. In fact we 
have to see that the manufacturer is making money 2f 
we have a small financial interest in his plant. 

THE CHAIRMAN: I will talk to you 
privately one of these days. 

MR. GRAUER: On page 7 you say: 

"In relation to sales volume, department 
stores require a greater number of employees 
than most other types of businesses, and 
the degree to which they will be able to 
reduce costs in the years ahead will depend 
in large measure on whether the rise in 
payroll costs can be kept in line." 


I suppose you imply there in relation to the efficiency 
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of the staff? | 

MR. BURTON: Yes. I tried to point out 
(it was perhaps not too clear in here) that there has 
been a tremendous increase in the numbers employed in 
retail since the war because of the switch to the 5-day 
week; in other words, you have to have more people to 
do the job when you have a 5-day work week and a 6-day 
store. There has been quite a substantial increase in 
the numbers of people in the average retail store on that 
basis. I think there will be a lot of that continuing, 
that there will be a demand for more people but most of 
the larger stores, I think, are on that basis now and 
therefore I feel that the increase from now on with that 
out of the picture to some extent would not be quite as 
rapid, with the introduction of self-selection fixtures 
and self-service wherever. possible, although, mind you, 
the self-service, self-selection is only applicable to 
a relatively small number of lines. It works beautifully 
in a food store and some drug stores and that type of 
thing but when you get into anything with sizes and 
colours and style and fittings and all the other appli- 
cations it so far has not worked too well. I don't know 
wether I have answered your question or not. 

MR. GRAUER: You say later that one of 
the most important factors determining the volume and 
presumably profit of the department store is the level 
of personal ‘gone I suppose a rising level of wage 
rates or urban workers always provided that it is related 
to productivity so that it does not throw the economy 
out of gear, would actually be to the benefit of the 
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retail trade? 

MR. BURTON: Oh, yes. The only trouble 
is we have to keep pace with that and the number of 
clerks we have to have is double what you would think 
we would have to have to do the business that we are 
going to do. I was looking at some -- we have hdd a 
tremendous increase in sales, of course, since the 
early war years in all stores and I was looking at 
a history of our sales wage costs in percentage to 
relation of sales for the last 15 years and I think 
at the present time in the five Simpson's stores our 
wage cost is two percent higher in spite of the 
tremendous increases in sales than it was early in 
the war. It has gone up too fast, in other words. 

It has sort of slowed up now with the introduction 

of the five day week and things of that nature -- 
pensions and one thing and another have increased the 
cost considerably and it cannot percentage-wise go up 
any more if we are going to control costs any more. 

MR. GRAUER: Well, with the assumptions 
of expanding economy of employment which are generally 
made now with presumab ly a raise in the standard of 
living, purchases would more than offset that. 

MR. BURTON: Well, it should provide 
also for some other rival thing like the five day week. 
We might have to put in the 50 hour week. They are 
talking about that now. I hope it doesn't come in my 
day. That is off the record. | 2 

MR. GRAUER: Well, with relation to the 


level of personal income, we are told that there is a 
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difference between farm income which has tended to 
come down and urban income which has tended to go up. 
Do you notice any reflection of that in your sales? 

MR. BURTON: I think generally speaking 
the demand all across the country has been for the 
better article, the more dressed up article, the more 
expensive model rather than the stripped model. On 
the other hand, business, of course, always has been 
affected very greatly by failures of crops but it is 
pretty hard to say that we have felt any difference in 
! demand between the farm and the city. I don't think I 
can say that we have. Whether they want a lower price 
or cheaper article -- is that what you mean? 

MR. GRAUER: Yes, and volume of sales, 
but you apparently have noticed it in the volume. 

MR, BURTON: The volume has gone down in 
the Prairie Provinces to some extent. 

MR. GRAUER: You don't foresee the small 
retailer having any difficulty, he is holding his own 
I rather gather? 

MR. BURTON: I don't see any trend in 
general merchandising such as you have had in food. 

I am not in the food business so I can talk freely 

but I think the big market in the larger centres, 

I think you will probably be hearing from some of 

those gentlemen, but I don't think there is any trend 

of that kind in our field. There is, of course, quite 

an expansion in the type of chain stores such as Zeller's 
and that type of in-between -- not a self-service but 


not a whole department store type. They are doing a 
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good deal more business and will continue to expand very 
rapidly but I don't think they will ever be able to 
operate in the small communities, smaller cities with 
very much success; it is mainly a 30,000 population 
and up deal. 

MR. GRAUER: What accounts for the 
difference in margins between Canadian and American 
operations? Are those temporary reasons? 

MR. BURTON: I think in the first place 
the sales tax may have some bearing on the lower per- 
centage market up here. Their costs, of course, are 
higher than ours. In many of the cities where these 
studies have been taken they would have a most difficult 
and costly operation. Delivery is a good example. We 
would probably deliver goods for half what they would in 
New York. Things of that kind, I think, would be the 
main difference. 

MR, GRAUER: These things are permanent 
then? 

MR. BURTON: Yes, if you continue to give 
that delivery service and you have to if you are going 
to maintain your business, you have to do more actually 
-- you have to cater to the suburban people. 

MR. GUSHUE: Mr. Burton, I was rather 
interested in the references to profit sharing. Is that 
usually tied in with holding shares in the industry? 

MR, BURTON: No, it is not generally done 
that way but it is in some cases. I believe that is a 
very important part of the thing, though. 

MR. GUSHUE: In your own case it is? 
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MR. BURTON: Yes, it is. 

MR. GUSHUE: It is optional, I take it, 
on the part of the employee? 

MR. BURTON: Yes, the employee does not 
have to join the fund but in our case we make member- 
ship in the fund a very attractive thing because we tie 
a lot of the other benefits to it. If you are a member 
of the profit sharing fund you are entitled to group 
insurance, a government annuity and so forth -- certain 
conditions. 

MR. GUSHUE: How do they pay for the affairs 
over a period? 

MR. BURTON: Well, it is a pretty complicated 
business but the companies contribute 5 percent of their 
earnings before taxes to the fund each year. The employee 
puts in 5 percent of wages. They are limited to $100 
a year. Actually now it should be higher but we will 
change that in a short time. Then, there are the earnings 
of the fund which stand to their credit and we invest only 
the company's contribution of the earnings of the fund in 
the shares of our company; in other words, employees' 
savings are always kept in trustee securities. 

MR. GUSHUE: If an employee leaves the 
company --- 

MR. BURTON: They have to draw out when 
they leave. We can give them cash and shares but at 
the present time we give them the option because we 


want the shares back. 
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Canada they prohibit retail price maintenance. Just 
what does that mean? 

MR. BURTON: Under our present law the 
manufacturer cannot refuse to sell his goods to a 
distributor. He has to sell and the distributor can 
kick them around anywhere he wants to; in other words, 
the manufacturer really has not any control over what 
happens to his products on the market and I say that 
with competition at manufacturing level as keen as it 
is -- and it will continue I am sure -- the manufacturer 
should be allowed to say to whom he is going to sell and 
on what conditions. That is really what I am saying. 

MR. GUSHUE: The law in the United States 
is different? 

MR. BURTON: The law in the United States 
is the other way around. They allow a manufacturer, if 
he is operating under the trade laws to force a retailer 
to sell his product at so many dollars. They cannot 
enforce it and it is kind of a joke today but I say 
neither of us is right. We should both be wise and 
throw them both out. 

MR. GUSHUE: I think from a couple of 
sources we have had representations which complained 
rather bitterly about the®!fe¢tin the retail trade in 
Canada, in clothing and so on of the duty exemption 
given travellers to the United States and so on. Have 
you any views on that? 

MR. BURTON: Well, I don't have any views. 
I think it is true that a good many people do go to the 
States and buy $100 worth of clothing and bring it back 
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but in relation to total business done it is very small 
and we get it back by selling something like $400 to 
an American to take back with him. 

THE CHAIRMAN: This was the dress manu- 
facturers in Montreal who were complaining about it and 
they thought it made a lot of difference to their trade. 

MR. BURTON: I would be loathe to take a 
position one way or another on that. I don't think it 
would be very popular or that it would be right. I 
don't like to see our customers going to Buffalo to buy 
their shoes etcetera, but we get a good deal of business 
from Americans who come to this country. I don't think 
they buy as much as we buy from the United States but 
I think the arrangement should be left alone. | 

THE CHAIRMAN; Well, thank you very much, 
Mr. Burton. This has been a very interesting presentation 
and discussion and we are very grateful to you. 

--- Recess 
--- After Recess 

THE CHAIRMAN: Mr. Henderson, I think if 
you would read your presentation. 

MR. HENDERSON: Mr. Chairman and gentlemen, 
I am very grateful for this opportunity to appear before 
you this morning. It is not our intention to read the 
brief in full but rather to give you some background 
information and to answer some of the questions which 
have undoubtedly come to your mind from a reading of 

the brief. 
To assist you in this connection we have 


three members of the Conservation Council of Ontario 
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present. I would like to introduce you to our 
President, Mr. Frank Kortwright; Mr. Kortwright, by 
the way, is a prominent industrialist and well known 
for his public service activities. He has had a 

life long interest in conservation of natural resources 
and has had international recognition for his work in 
this field. 

MR. KORTWRIGHT: Mr. Chairman and 
gentlemen, I am going to be very brief. The Conservation 
Council of Ontario believes that Canada's economic 
prospects depend upon the wise use of its resources 
and we consider Canada's agricultural land one of its 
most important resources. The brief we are 
presenting this morning stems out of the work of our 
Regional Planning Committee who for the past two years 
have been doing research and field studies in regard 
to the wise use of land where there is competition 
between agricultural and other uses. 

It may be of interest to the Commission 
to know something of this Committe's work. When they 
were first appointed they were asked to see what could 
be done towards preventing the conversion of high 
grade farm land to industrial use wherever low quality 
agricultural land might be available for the same purpose. 
At that time some of our Council members favoured 
freezing all mality land while other members feared such 
arbitrary control so much they were willing to risk the 
loss of some of our resources. We therefore asked our 
Regional Planning Committee to tell us whether there 


was a middle course and I am happy to say that the 


siecle 5 Cawiieilh Fk bat eubs 

aa oe ar | 

rt wow: atdie weoeinnssbiy haasdancelah F 

Say mea edon Foe as me, oH ~bI roar 

i | bas meerited aM x THDTAWTAO f° ee 

| nolésvisaaod sit .tetad giev ed oF antog ms T°; 

otmondos e' shams) sedd) eevelled otietnd IW Lol 

asouioast etl to sas seltw srid aogu basqeb s 

etl to eno hash ferwelustiss: et sbeas) 19h 

sie ow Yelad edT «9 |, eeoTHORST vauauibaaae: 

a0 to wrow orit to tuo duede geterom «fit gat 

Pett 54 ow? tesq sit ‘ot onw esddtemod aatanelo £ 

biaget ak colhuta bLett bas dorwssaes gatob oval 

‘noltsiveqmoo el etedd eretwiiasl tovess selwes i 8 

-soeu usrito bas {sistdiuoligs w 

molesiamod oft of Jestetat to ed yam #1 a 
Teds. asdw .atow e!ettinmo? eldt to gatrzemos wont 6 

—bIweas dsciw eee OF betas aT9w wortd betaloaqs satti- rs 

dgitt to molereveos edt gitldne veg sbrswot ono) 

‘Wiflaup wol i1evetedw een Isinzayhbat o¢ basi ernst’ 

,28oqirq emea od to? éLdalteve od tejte basl Lawdlyo He 

betvovet airsdmem [hoase) woe to smoe omits vshid’ 

dove bersse> eredmem “eddo eLlidw bast yilep (ls gates 

ont wala ot gatiiiw siew yond ssi oe [owtnes Trev! 

m0 bex#as etotetods eW .seotuw0aet tivo To smoa “20 1 P 

ertede santedw ens {Let of sottlamoD gninnseli [sa ti 
od? tad’ yee of yaasd ms IT aoe eaivoo sibbia. 


- 5883 - Mr. Kortwright 


Reports the Regional Planning Committeehas brought 
in to the Council has been of such a nature that they 
have won the unanimous approval of the Council members. 

You will find from the brief that we are 
emphasizing guidance rather than compulsion. We are 
convinced that such guidance should be effective if 
all units of government participated in it on a co- 
operative basis. We therefore forecast that the next 
decade will witness a more active participation by the 
Federal Government in regional matters in a way which 
will not interfere with local rights. 

Thank you very much. 

MR. HENDERSON: I would like now to 
introduce Dr. H. L. Patterson, a member of the Regional 
Planning Committee of the Conservation Council of Ontario, 
Director of Farm Economics, Ontario Department of 
Agriculture. He has had an extensive background in 
land use for agriculture in the Province of Ontario, 
several of our other provinces and the State of New 
York. Dr. Patterson is prepared to answer questions 
in regard to the agricultural economy section of our 
brief. For the information of the Commission I would 
like Dr. Patterson to tell us the relationship between 
Canada's present food surplus and Canada's total 
requirements and then he will tell us where we will 
look for increased food for the increased population 
now being forecast for Canada. 

DR. PATTERSON: I am afraid that is a 
rather large assignment. Perhaps I can give some 


ideas that will help to illustrate the problem at least. 
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This is a map which I believe is going to 
be made available to the Commission and our first thought 
was the brown area of Canada is the area in which over 
half of the land is now in occupied farms. We talk 
about a population of 40 per square mile. All right, 
we have got to remember that our agricultural land is 
pretty limited and that most of the other population 
of Canada falls within that agricultural area. We do 
know we have agricultural surpluses and, of course, our 
big surplus is wheat, but we also know man does not 
live by bread alone and that we have some other agri- 
cultural products to take care of and the area suited 
to growing some of these other products is much more 
limited still than our agricultural dpck, would indicate. 

The first thing we have to keep in mind 
is that three-fifths of our agricultural land acreage 
for cultivation is in the Prairie Provinces where your 
growing season is rather limited and where, for the 
most part, your crops are confined to your cereal crops. 
Not less than 93 percent of our land under cultivation 
in Western Canada at the present time is in grain and 
at no time has there been more than 7 percent of the 
cultivated land in crops that have been in the grass 
groups, for example. So that the advantage there because 
of the low rainfall -- it is a 15 inch rainfall land, 
all Western Canada approximately, on the long term 
average basis. Within this part here (indicating) 
there is only an average rainfall of 15 inches including 
snow converted to a rain basis and further south they 


talk about the 20 inch rainfall land as being critical 
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land for agricultural production but because we have a 
lower evaporation we can get away with less. Still 
that 15 inch rain is rather important. 

Because we have been having a series of 
very good crops lately that should not ‘fol us into 
thinking we have unlimited surplus available, parti- 
cularly when you get farther south such things as coarse 
grain production because last year we had an average 
consumption in Canada of over 98,000 hogs on the average, 
and that means there has been relatively few years when 
Canada has produced enough feed grain to feed that many 
hogs, so that in years of dry periods certainly we would 
have some problem there. 

I would like to get down to some of the 
more specific types of products which are much more 
limited largely in the scope in which we can produce 

them. 

This is a map of Ontario. I am afraid 
it is not too legible from there but will be available 
afterwards. I would like to point out two or three 
features here which determine to a great degree what 
we can and cannot grow satisfactorily in Ontario. 

I will point out in a moment that our 
agricultural land is shrinking in Western Canada. I 
think approximately 6.7 percent went out of agriculture 
between 1941 and 1951 and that occurs pretty well, of 
course, in Eastern Canada and also applies here in 
Ontario and I can show you the areas on the map ina 
moment where that has occurred. The problem is caused 


by two or three different things. This is merely a 
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soil picture map for Ontario. You might think Ontario 
was pretty well one unit. I would like to point out that 
it is definitely not. This is a map prepared by 
Maurice Saunders in the Research Department of the 
Province of Ontario. I would like to point out that you 
have a higher precipitation rate to get the same amount 
of growth. You have higher evaporation from the land 
surface and therefore it takes more land to be effective 
and so on, but we have worked out in Ontario the amount 
of moisture that would be efficient during the growing 
season by regions. This is based on the requirements 
of grain done experimentally with each of the areas and 
uses the central formula for precipitation and evapora- 
tion rates due to temperature between the different 
zones. Here is a big block here which is land that is 
one inch deficient during the growing season. It is an 
area then that you hear a lot about -- great large 
farms and it is one of our major cattle areas, but when 
you get down into the southwestern part of the Province 
you get as high as 6 or 7 percent deficient during the 
growing season which is quite a different. situation. 
Actually those lower deficient areas mean that they 

are having an advantage there in certain crops such 

as the corn crop which is much as you have in western 
Canada where you get that low rainfall area. If you 
drive across Ontario and know where to look you can 
pretty well forecast the crops as you go along. These 
physical features rather so physically determine what 

is advantageous and what is not advantageous to grow 


that we have therefore set patterns of crops right 
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across Canada and they don't change very much from 
time to time. 

This may be too much detail but I could 
point out, here is Prince Edward County down here on 
the map, which has a normal moisture deficiency of over 
4 inches. The Vineland fruit area has a normal deficiency 
of 4 to 53 inches and our other fruit areas which come in 
down here run from about 4 inches to 6 inches or almost 
7 inches normal moisture deficiency but for some reason 
or other our fruit growing seems to be concentrated in 
that area which would be normally deficient for grass. 

If the Commission are interested, we have 
here a land use pattern for Ontario -- 11-54. The only 
important thing about it is that there has been relatively 
little change in the use of our land in that period of 
time. Our farms have changed drastically as anyone who 
looks would know insofar as our method of farming, but 
when you get to a pridmajuowal the actual land use pattern 
has changed very little. What I am getting at is there 
are quite a number of our farm products which are now 
getting relatively close to the needs of our own popula- 
tion and if we are going to think of an industrial 


expansion requiring an increase in population of 60 


_ percent we are going to have to think pretty quickly 


| 
| 
| 


about the conservation angle of our land use and where 
We are going to get all the products which we need for 
this growing population. 

For example, I can remember in 1936 and 
1937 when we first got a concession from the United 


States that they could get 600,000 head of beef cattle 
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in there on the low export rates I was wondering whether 
we could keep our cattle down to that number. Within 
the last four or five years we have not been up to 
100,000 exportable beef cattle and two years ago we 
were down to 5 percent surplus of beef going to our 
markets over what was the Canadian requirement. Last 
year I see we were down to 2 percent surplus and with: 
a 24 percent increase in population it does not look as 
though if we go on at our present rate of eating we are 
going to have a surplus for very long. We are pretty 
nearly in balance in most areas with our hog population 
now providing our feed grains stay high in Western 
Canada. If they do not it would probably mean wé would 
have to throw the weight over to grain. But when we 
get down to a situation as we have in Ontario where we 
used to get nearly all the milk we needed for 
the Toronto market within about 40 miles from the city, 
We are now bringing that milk in from 
Georgian Bay to the north, from Walkerton to the north- 
west, away up in Bruce County, bringing it in from 
Haldimand County in the southeast, occasionally as far as 
London to the southwest in the short period of a year, 
and we are now bringing it in from Belleville in the 
east to be sold in this area, and each year that 
milk seems to be spreading out for the same market. 
| The significance in that,in any pattern of development 
; in Canada is that as we have to go farther and farther 
; afield for these products they are going to increase in 


; cost. For example, if it is about an 80 percent 


. 
hauling cost from Belleville to Toronto right now. That 
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means that the price of milk in the city of Toronto 
has to be high enough to cover this increased cost of 
transportation from outlying areas. We have a long way 
to go before we get to the position of New York but 
neverthless it is beginning to be a problem within the 
area. Probably the most crucial of all is in the fruit 
area of the province in which tree fruits, as they have 
been placed, are quite largely confined to the Niagara 
Peninsula, There are very few grown outside the 
Niagara area. Our industrial development, unfortunately, 
is occurring mostly in those parts of our land surplus 
in Ontario which have been producing our most expensive 
crops and which is our most limited type of land avail- 
able. 

There is quite a lot of discussion but it 
seems that within a few years the entire fruit area of 
the Niagara Peninsula may be covered with industrial 
development. A lot of it already is. The township 
around St. Catharines you can pretty well write off 
now. We are already crowding out into Niagara Town- 


| ship I think Saltfleet Township close to Hamilton has 


pretty well disappeared as a garden area which was 
formerly a choice fruit land area. We have got one 
township there which is largely intact, that is Louth 
Township, where the province thought it at least 
possible to try and save that area. I think Mr. Baker 
will be talking about that as we proceed. 

THE CHAIRMAN: Thank you. 
MR. HENDERSON: I would now like to 


introduce Mr. Eric Baker, who is Chairman of the 
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Conservation Council Committee aniwho undertook the 
research leading to this brief. Mr. Baker, who is 

a professional accountant with the Department of 
Pensions and National Health, has had experience as 

a member of the expert committee on the Humber Valley 
Conservation Authority. Mr. Baker will tell us about 
his findings in a sample region and then review the 
brief giving us particulars of some of the recommenda- 
tions. 

MR. BAKER: Mr. Chairman and Commissioners, 
as Dr. Patterson has said, there are particularly impor- 
tant features in the Niagara region and for that reason 
our Committee spent some time studying it as a sample 
region, not just because we were interested but because 
the producers and processors in the Niagara Peninsula 
came and asked us for advice. We did a reconnaisance 
survey through the work of the staff of our own Committee 
and two or three things became apparent. First of all, 
in the Niagara region we will have perhaps what will be 
probably the most important land and water cross-roads 
on the North American continent. You have your water 
traffic going one way and a land corridor going the 
Other and that is a place where industries seek to go. 
On that same cross-roads you happen to have a little 
strip of land called the Niagara fruit belt and people 
thought it was significant from the standpoint of soil. 

We find there is a very loose appreciation 
of what makes land significant for certain purposes. 
When we talked to the people in the Hamilton neighbour- 


hood to get more details, they told us at Grimsby they 
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had 173 frost free days per year. At Caledonia which 
is about the same distance from Hamilton they had 140 
frost free days. There are other things which make 
the Niagara Peninsula important but to take that one 
definition we had a representative over here on the 
annexation of Saltfleet. We said because of its 
pattern it cannot be moved, you can't push climate 
around. We would rather see Hamilton extend towards 
Caledonia than extend towards Grimsby. It is not so 
simple that you can push a city one way or another 
but there are very definite controls come into this. 

We found also that this conversion which 
is taking place in the Niagara Peninsula was not solely 
for the price of land. It was not for the reason that 
you would normally think of. The studies of the 
Committee brought out the fact that for one thing there 
was a tax plan which to some extent could not now be 
remedied. The producers' costs were going up for a 
share of urban services which did them no good. We 
began to recognize some of these points. 

Another reason for the conversion of 
Niagara was that when the Queen Elizabeth highway 
was laid out there the engineers had no commitments 
so far as we could tell to build so as not to affect 
neighbouring land values but merely had a commitment 
to get a road which was fairly economical to construct. 
The net effect is that the existence of the Queen 
Elizabeth in the fruit belt has attracted competing 
land use and many people in the Niagara Peninsula 


say it would have been much hetter had the highway 
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been put across the mountain because it would have 
raised the value of land on the mountain but the land 
below that which is around the Queen Elizabeth had its 
value stabilized by the fact that it was very valuable 
for fruit growing. So we would have brought along 
both areas instead of comentrating on one. 

The net position of these things is that 
we became more convinced as we went into it that people 
do not buy land merely for cheapness; they buy land 
because of the attractiveness of certain facilities. 
Then, they are controlled by many levels of government. 
Availability of water is a municipal matter. The 
traffic proposition of the highways is a provincial 
matter, provision of airports comes under federal 
control and when we try to work out some kind of 
pattern which might help to stabilize the Niagara 
situation the same thing would happen all the way 
through. We would try to get together some committee 
composed of the three levels of government and it became 
rather obvious -- I was down to Ottawa in this connection 
-- it became rather obvious that we had no one department 
in Ottawa who could say "I represent the federal govern- 
ment in a case of this kind" and the same remark was true 
at the provincial level and we became aware of the fact 
that if you wanted a liaison with different levels of 
government, the elected members were the only ones who 
had the status of a department of government they 
represented and these elected members in turn would 
introduce us to the heads of the various departments. 


I am not a bit worried about that because at Queen's 
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Park or otherwise these different viewpoints rather 
indicate that if we deal with matters at the regional 
level and integrate them there it is going to inform 
the regional people of the problems that are facing 
them. However, it is a new idea. 

We feel basically that our own experience 
showed us that if we could control what we are now 
controlling like the attractiveness of other places 
it would be in the national interest. We don't favour 
compulsory law. I might say since our Committee's work 
in Niagara we now have two levels of government inasmuch 
as one of the Ontario departments is teaming with a 
group in the fruit area. I would like to have a four | 
level concurrence. If the Federal people had a member 
in it they could have a lot to say where they control 
the pipeline which was recently put through the 
Peninsula. There are a lot of ways in which the 
Federal Government is already in this region. If they 
are going to be in the region you will find as a fact 
that they are in as partners rather than as separate 
units of government. There is a fourth level of 
government that I would like to see recognized and 
that is the producers and processors associations, 
the various officers of economic organizations of the 
public, because these people have corporations and 
particular groups and are making decisions which affect 
the future. If they are in the picture as partners we 
think that will produce better results and we have 
Suggested, therefore, that the Board of Review include 


a representative from such people. 
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As a matter of fact I feel fairly certain 
a development like that would be popular because we have 
had quite a few letters from those groups. We know they 
are not only ready but are anxious to participate as 
full members. 

In reviewing the brief there are a few 
illustrations I might be able to give you and if I might 
suggest, Mr. Chairman, if the Commission perhaps would 
like to interrupt as I am dealing with certain objectives 
and if they have questions on that objective I would be 
happy to answer them as I go along. 

First of all, on page 2 in the second last 
paragraph under the heading of "History of Regional 
Planning" there is reference to state planning. I just 
want to make the comment that there is in many people a 
fear of the type of planning on one level, believing, in 
other words, if a central government does it on their 
own that central government is somewhat removed from the 
scene. It seems to create a feeling of apprehension which 
is not felt if the local government is part of the deal. 
In some countries they do have all controls stemming from 
one central government. 

Now, in the last line of the first paragraph 
of the section "Objectives" there is a reference to | 
clarifying the regional bond. I think that might be 
thought of in relation to the last line of the first 
paragraph of the "History of Regional Planning" where 
we speak of boundaries of regions as often being hard 
to define, and one reason we do not have a more wide- 


spread use of regional planning at the present time, is 
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that some of the regions are readily recognized and 
some others are not and when somebody takes a map of 
Ontario or Canada, first of all certain regions are 
very obvious and are marked out but we always wind up 
with a left over part which does not seem to have any 
special cohesion. I don't think it is necessary to 
wait until we can identify every part of the country 
as having some particular regional significance, For 
the purpose we are thinking of now, if we looked at 
every region where there was a recognized bond, where 
development ws about to take place, where some other 
decisions were on the hanger then we could make 
surveys where they are needed but we don't attempt 
to make a complete administrative pattern. 

The reason we want to clarify regional 
bonds is that this could happen very suddenly. I would 
suggest here when the Federal Government decided to 
open Gagetown camp the same moment that they decided 
to put a big army camp with a population almost as 
large as the existing city of Fredericton in that area 
they had created a regional bond. All those munici- 
palities were going to be affected by this camp. It 
is a type of thing that could happen suddenly and when 
it happens any place it can change its character but 
when we are going to have development, our submission 
is that all the heads of government who are going to 
be faced with the change of that bond should be brought 
into the picture. 

This is an example today. We are sitting 
around the same table talking about the same thing from 
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different viewpoints. If we had that we would get 
better understanding of what is going on. There was 
the problem that came up at Gagetown. I think it 
could best have been solved had there been an overall 
searching consideration of the effects en the municipality 
as well as the effect on the federal government. 
In the section on "Relation of Federal 
Government to Regional Planning and Development" I 
think this is self-explanatory. Malton is one example 
of this today. The provincial government and federal 
athorities are now exchanging plans and working on a 
co-ordinated programme. I happen to know something 
about the situation there and it could be improved if 
the three levels of government were working towards 
some common appreciation of objectives. 
Further down on page 3 there is a section 

that says: 

"On the other hand, the Federal Treasury 

has already shared in the development 

of some regions through grants to river 

control works. This seems not only 

reasonable but desirable as all classes 

of regional taxpayers benefit from sound 

regional developments and all three should 

share public investment costs." 
Perhaps I might explain the use of the word "should 
share" and should have changed it to, say, "could 
share" because we are well aware of the fact that the 
federal government gets quite a percentage from 


successful businesses and most people will invest money 
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in order to make a good return and it could well be 
that the federal government would be particularly 
happy to see the particular development come into 
being if as a result of the development industry was 
going to pay a lot more taxes into the federal treasury. 
It might well be the federal government might like to 
develop such an industrial improvement and it might be 
that an investment of federal money would pay very 
excellent dividends. 

The third last paragraph of page 4, there is 
a reference to the fact that the conversion of agri- 
cultural land is worrying the general public. That 
statement was made on the basis of a very, very wide 
press comment on the work of the Niagara Committee. 
It was quoted from one end of this country to the 
other and in Ontario we reached the point where one 
city newspaper in Ontario gave three full page second 
fronts to the work of the Committee. That was because 
they felt their readers were interested and I suggest 
this is a matter of widespread interest to the public. 

Are there any questions from the Commission 
up to this point? I have not paused but if there are 
questions I would like to deal with them in relation 
to the section. 

THE CHAIRMAN: I think we would sooner wait 
until you have finished. a 

MR. BAKER: On page 6, the large paragraph 
in the centre of the page winds up with the comment; 

"This element of planning does not pieven’ 


a man from doing what he wants with his own 
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"land but it does recognize the principle 

that no person can expect the communi ty 

to assist projects which do it harm." 
As an example of that I would say that a checker board 
development by a municipality is bad for the community 
because it raises costs and I think - the communi ty should 
have a policy of where it is going to put water mains 
and other things for its own benefit and that can only 
be based ultimately on overall planning. It would have 
to determine what other things or what its neighbouring 
municipalities are doing. 

The second last paragraph on the same 
page refers to multi-purpose projects and reduced costs, 
and I would like to remind you that in the case of the 
T.V.A. project in the States many costs were blended 
together and we had there a co-ordination of two things 
-- a co-ordination of objective and a co-ordination of 
the respective heads of government. 

Under "Proposed Regional Planning Bodies" 

item ] requests a municipal meeting. We know now 
that there are municipalities some of whom have written 
to the Conservation Council about their preblems who 
would like to have group surveys prepared for their 
future guidance. 
| At the bottom of page 7 there is a reference 
to a survey data library or pool to serve all public 
bodies and avoid duplication of engineering work. I 


was rather pleasantly surprised that when this point 


Came to the attention of Colonel Medlund of the 


Professional Engineers Association, he was quite 
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enthusiastic and supported it and I mention it because 
here was something that would have reduced the amount 
of commission and fees coming to professional engineers 
but he thought it was so much in the public interest 

he wanted to endorse it. In the case of the Humber 
Valley Authority it has been our experience that for 
different purposes, different units of government want 
to run off estimates of engineering whether in building 
a bridge or a disposal plant or anything else, but the 
basic data is the same for all purposes and some kind 
of regional unit there could produce and prepare a 
library of such information. 

Perhaps on page 8 it might be worth 
mentioning in Section 3(d) possibly the right to veto 
non-conforming public works thereafter proposed by any 
unit. . In other words, "non-conforming" would be 
something which would not be in line with the recommenda- 
tion of the survey team and if there was a ve® which was 
caused by being advised against it, consequently a 
majority of the board of review would be against it. 

I recognize right away that the federal government 

would not seek to be in a position where some other 

unit of government would prevent them from carrying 

out their wishes. On the other hand, I think we have 

to recognize that there aremany aspects of the federal 
government ,Crown corporations and various other fields 
who are working very closely into the fabric of regional 
development. They are not on quite the same status as 
Parliament itself. We think they should be considered 


in the same position in relation to the majority of 
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public opinion as any municipal or provincial government. 
We are not arguing that the veto provision must be there 
but obviously we would get stronger results if there 

was real cohesion, 

In the middle paragraph of page 9 I can 
speak from experience in the case of Hurricane Hazel 
flood and the Humber Valley where we had experience 
with the Department of National Defence after the flood. 
I would say it would have been much more effective had 
there been some pre-flood liaison between the different 
units but I think the same thing would apply to fire 
control and other emergencies. They would be facilitated 
if we had basic regional co-ordination between the 
different levels of government so there was a basic 
pattern of integration. 

In the summary, the largest paragraph above 
the summary of principles says; 

"The co-ordinating action of the regional 

Boards of Review may lead in suitable cases 

to enlargement of municipal horizons, by 

unions of counties or by formation of meto- 

politan areas. In any event the Boards 

would bring cities and their hinterlands into 

planning contact -- with advantage to both." 
You may say that is strictly a provincial matter. We 
all know that there has developed a pattern whereby cities 
become separated in counties in which they are located 
for municipal administration purposes. I think many of 
us have come to recognize that that is not an advantage 


from the planning standpoint. The cities and their 
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hinterlands should be able to work as a unit. On the 
other hand, I think the significance of federal 
government in the picture is that their planning results 
may require federal participation. Unless they are in 
as a partner the other two partners may say:"What is 

the use?" I have heard that said. 

In regard to the principles, I think it 
may be worth reading them. These were guide posts in 
our preparation of the material: 

"While stimulus may and should come from 

higher levels of government, action should 

start at the municipal level." 
Our reason for that was simply that municipal co-operation 
is going to be important for the end result, and let us 
get it in there at the beginning rather than have the 
municipal people say "Look what those big fellows are 
going to do to us; let us fight it". I have seen 
some examples of that where they have not sufficient 
appreciation of the problem and they feel some unknown 
thing is greater than it would if they were partners 
De. dhe first place and think it more likely to be 
successful. 

We felt that fact finding should precede 
policy making. I don't think there should be too much 
argument about that. 

We felt that surveying should be separated 
from administration. There is a little danger that if 


the administrative body is the same unit of government 


as is doing its own surveying there may be a temptation 


towards wishful thinking and a tendency to confirm what 
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they were asking in the first place. 

I think perhaps the rest of these headings 
could be taken as read. In Appendix D I just want to 
draw attention to the fact that much discussion is 
taking place today about the possibility of a pipeline 
across Northern Ontario. We know it is an area where 
construction costs are extremely high and while we are 
not competent to make specific recommendations it might 
be desirable to think of the example of the Tennessee 
Valley Authority and think of the possible saving if 
the same communication line for road, rail, pipeline 
and hydro was put in the same route and the costs were 
shared, and by sharing costs it might be possible to 
produce a straighter right of way which would justify 
cutting down the hilis and some of the other things 
that are necessary. It is just one of the possible 
benefits that can come out of regional co-operation. 

Summing up before your questions, I request 
on behalf of the Council that you so do find as a fact 
that regional planning is desirable, that you do find 


as a fact that federal participation as a partner is 


necessary for good regional planning and that you do 
endorse the three recommendations which would bring 
the federal government into that position of being a 
partner. 
MR. STEWART: I would like to ask a few 

Questions in each of these three areas, first of all 
with regard to the general notion of conservation, 
Bec ondly on the broad agricultural problem which 


Dr. Patterson has touched on and then a note on 
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| regional planning. 
It seems to me there is a good deal of 
uncertainty in the minds of people as to just what 
exactly is involved in the notion of conservation and 
unless we have a pretty clear idea of what is involved 
in that then obviously we are not going to get very 
clearly in mind what has to be done. 
I would take it from what you have said 
that broadly conservation involves all of the aspects 
of the use of our resources without any narrowing of 
that at all, is that right? 
) MR. BAKER: Perhaps I can say this, that 
a study was made of what the public and the professionals 
) thought the word "conservation" meant and on the dis- 
closures made the average person thought it meant 
keeping. Today I think it is pretty well thought to 
mean wider use of resources but there is a trend towards 
general thinking that it means not only wise use but 
development for the future of resources and improvement. 
MR. STEWART: It means improvement in the 
sense of increasing the productivity? 
MR. BAKER: Right. ( me. 
MR. STEWART: If that element is involved 
in it then in relation to the broad sort of problem 
Dr. Patterson had in mind I would take. it.that the 
marketing prospects are extremely important in deter- 
mining whether the expenditures involved in increasing 
production are justified or not. | . 
MR. BAKER: I think Dr. Patterson made the 


point that if we are going to get more food from less land 
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to feed more people we must produce a greater economic 
incentive. There must be some extra work done; in 
_ other words, a higherprice and that higher price can 
merely be paid directly by the consumer or it can be 
paid indirectly by various sources or it could be met 
by additional services to agriculture where we would 
provide water, farm planning service, etcetera, which 
in turn could raise our taxes. It is going to cost 
us more to produce more food from the same land. B 
would refer you to the quotation from Dr. Neatby in 
_ one of the appendices, Our improyement in food produc- 
tion has not kept pace with our increase in population. 
) THE CHAIRMAN: In Canada or in the world? 
MR. BAKER: Generally, sir, in North 
America. Dr.Neatby, I think, was speaking of the 


Canadian record. I would refer you to Appendix A. 


Have I answered your question? 

MR. STEWART: Well, I just want to get 
it clear in my mind what you have in view when you 
use the term "conservation". 

MR. BAKER: Perhaps I can say this that 
we felt that conservation in farm soils that were 
specially suited to intensive use was imperative. We 
set out to try to do that and in the process of trying 
to do that we stubbed our toes on something bigger and 
we feel this co-operation and co-ordination would ‘not 
only guide possible growth away from land which we 
thought should be preserved but would also be of extreme 
use to the country in every way. 


MR. STEWART: If we think in terms of merely 
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preventing the depletion of resources then that is one 

thing, but if we think of conservation as all the 

activities which are invoived in expanding the use 

of our resources, then that is a ats wider use of 

the term. Now, on the point which Dr. Patterson 
raised, his view, as I gathered it, was that we are 


going to face an expanding demand on our agricultural 


| 
} 
| 
resources through increasing population in the domestic 
) market. I appreciate the point that he made that these, 
i still subject to technological conditions, involve 

, some tendency to increase costs as we push out on to 
less favourable areas and so on. I rather got the 

; 


impression from the emphasis on the physical basis 


of production that that was an absolute factor in 
that, for example, in Ontario the pattern of land use 
was pretty well defined and there were pretty clear 
types of farming areas that you could not do much about 
because of the physical factors. Surely in the past 
there is evidence of some shifting in the locales of 
production and as the markets increase generally that 
could occur again. 

DR. PATTERSON: There could be a shift. 
EE think we would have to recognize right away that you 
could even ane bananas in Saskatchewan Lt you wanted 
to but only at a high cost. That is my point. 
1 MR. STEWART: Uniess it is offset by 
temporary gain. 
DR. PATTERSON: Yes. 
MR. STEWART: You mentioned the case of 


milk which is expanding out and I imagine the production 
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of milk is growing on land which was not used for 
that purpose before? 

DR. PATTERSON: We are bringing in milk 
from over half the producers. We used to have land 
right close to the City of Toronto. Now it is a question 
of whether we produce enough milk for our own needs. 

MR, STEWART: What effect would this 
increasing market concentrated in Ontario have upon your 
own land use within the area? What shift in production 
will have to occur and how is that increase to be effected? 
And will you keep in mind the second question as to how 
far the increasing concentration of population in Ontario 
will work its way back to shifts in land use in the Prairie 
Provinces,with which I know you are equally familiar? 

DR. PATTERSON: It is having two effects as 
far as a shifting market is concerned. The first 
effect, of course, was the effect of increased wages 
due to industrial development. As you know our farm 
wage has gone up over four times since pre-war and 
the effect of that is to take out of production a lot 
of land that was marginal but still could be handled 
on low wage conditions. But it has gone up. These 
very red spots you see here are not just needles. 

They are intended to give you those townships where 
over 35 percent of the farm land disappeared in 
Ontario between 1941 and 1951 and that, of course, 
was the straight effect of the industrial competition 
for help and the fact that a man could go out and get 


Wages when he wanted them. 
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The other effect, of course, has been 
to pull into the big markets anything that they want 
in fresh supply because while milk, for instance, is 
only worth four cents a pound when you get it to the 
market therefore you can't afford to move it too far. 
And then there is the matter of prosperity, so that 
has to be better locally and so on so as to be enough 
incentive to get it there. The same is true with our 
fruit and vegetables. The price is so low. there is 
a limit to where you can truck it and that again tends 
to come from local sources. 

Before the war they tried to develop 
Holland Marsh. At that time it was premature. The 
market was not there and the first attempts went 
through bankruptcy. Since then it has developed very 
fast and is developing still faster now. That has 
developed largely because of the growing market close 
by, which is Toronto, and the fact that the growing 
market has made it economically feasible and several 
other changes of that kind can be spotted throughout 
the province. There have been a lot of developments 
of that kind. 

The second question I have not just got 
it clear yet -- where is this going to affect the west. 
One thing is very definite; the whole milk area for 
Toronto has been moved further into Western Ontario. 
The main beef area used to extend right over to Weston 
here but my eastern director tells me when you were 
driving into Toronto when he was a boy you would not 


see anything but shorthorn cattle from West of the lake 
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to Weston. If you drove up that way now you would 
find very few shorthorn cattle. That is se in 
Haldimand or Grey or other counties. 

That trend has now continued further 
west. It has got to the point now where you find 
conversion taking place in South Grey County and 
even as far as Walkerton in Bruce County and they 
are bringing in truck loads of cattle and selling 
them. That effect has pushed the beef out of some 
of those beef areas in western Ontario and that 
will react over a period of time in creating a 
better beef market for western Canada and other 
areas that are able to step into production of that 
kind. It will also have quite a marked effect in 
providing markets for such things as hogs and even 
for butter which is a product which is already 
common to the west but which will be needed in larger 
quantities as time goes on. Actually our butter is 
disappearing as far as Ontario is concerned. We are 
down to the point where only 22 percent of our whole 
production is going into butter. It used to be up 
around 50 percent like the rest of Canada. 

Those products will undoubtedly tend 
to meee west where they can find the land to develop 
them and grow them. Those products which are concen- 
trated in general, I think, will tend to move away to 


other markets. x 


ou see a lot of that happening in 
Ontario now. 
MR. STEWART: Do you gather then that 


generally as far as livestock production is concerned 
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that you would expect it to expand in the west? 

DR. PATTERSON: Yes. 

MR. STEWART: On the regional approach 
I gathered first of all that your main emphasis is 
on inter-government co-operation? 

MR. BAKER: We are not attempting to 
answer any of these questions now. We merely say 
(a) that the question is important particularly from 
the agricultural standpoint and (b) that it aould be 
solved better on a team play basis and we try to go 
ahead and chart out a mechanism by which this can be 
done. I certainly have no objection to the Commission 
going a step further and charting out a better 
mechanism. 

MR. STEWART: You have a suggestion of 
other types of organization. I think you refer to 
them as another level of government. Do you think 
that that is necessary with the already elaborate 
machinery of government we have got? Can't you get 
co-operation without having some form of government? 

MR. BAKER: I would most enthusiastically 
support the idea that we should not complicate govern- 
ment at all. We will have this Board of Review which 
is really a conference and representative of various 
public opinion and interest groups. I think it is 
desirable and will not be a complication. The actual 
executive or operational controls would stay the same 
as they are now, When the Board of Review has said, 
 "?his plan makes sense to us", the municipalities would 
% still put in water mains and the provincial government 
would still put in highways and so on. 

MR. GRAUER: Just one point. Appendix A, 
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in each province, that first section, what is the 
source for those statistics? 

MR. BAKER: That was from the Rand- 
McNally Standard World Atlas. Both the figures and 
governments are from the same source. 

MR. GRAUER: Does that include potential 
arable land? 

MR. BAKER: I canot go behind the Rand- 
McNally statistics. It might be that you could get 
some particulars there. My understanding from 
checking with Dr. Putnam who was a member of our 
Committee, is that we have already reached the frontier 
of development interest in some small-way in the west. 

THE CHAIRMAN: Well, we are very grateful 
to you gentlemen. I will mark your brief Ne. 168. 
This is a concept in which the Commission is very 
interested. We are very interested in the whole pre- 
sentation but we think that Dr. Patterson's remarks 
about the probable shifts in agriculture are going to 
be most useful te us. 

Thank you very much. 

The next submission is that of the 
Photographic Survey Corporation Limited. Well, 
Mr, Hodges, we will mark your submission Exhibit 169. 

If you will proceed to read it to us, 
either sitting down or standing up, whichever you 
prefer, just proceed. 

MR. HODGES: Mr. Chairman, we are sorry 
that Mr. Douglass Kendall, the president of our 


company, was unable to be here. He is still in England 
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on business and he asked us to present this material 

to you. Our brief is entitled "The Need for Land 
Use Surveys and Maps of Canada". 
| The Aerial Survey as a means of assisting 
in the development of a country's natural resources is 
) well established. Aerial survey methods are now 
widely used in the mapping of resources for reason of 
speed, economy, accuracy and disclosure of features 
not readily apparent by ground observation. 

An important and expanding application 
for these techniques is the preparation of land use 
maps. Government agencies and private enterprise 
in a number of countries have found aerial survey 
methods particularly useful in this connection, as 
they offer a convenient and inexpensive means of 
eollecting, compiling and presenting land use 
information. 


The surveying and mapping of Canada's 


physical resources, i.e. the preparation of a "resources 
inventory" is presently being carried out by a number 

of government agencies. Use of land and resources is 
recorded in the decennial census, in assessment rolls 
and statistical reports, but these data are not commonly 
reduced to map form, and when they are, they provide 
Only a general picture and are not given in sufficient 
detail to show the relation of use to capability. For 
example, soil maps of agricultural districts cover areas 
as small as 50 acres, while those relating to crop and 
livestock production are on a township, or at best, a 


census district basis. 
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Both government and private enterprise, 


we believe, would be greatly assisted in developing 


Canada's natural resources if, in addition to resources 
surveys and maps, land use surveys and maps were also 
available. We propose therefore that the Royal 
Commission, in preparing its findings, consider. using 
land use surveys and maps as a means of compiling 
information required to make a satisfactory appraisal 

; of Canada's natural resources and their future develop- 
ment. 

Through the use of aerial survey methods 
the measurement and description of resource utilization 
can be undertaken with an accuracy and ease impossible 
with other methods. From information collected in 
this way classes of land can be established and land 
use patterns portrayed on a map. Such maps are parti- 
cularly useful as they help to solve a number of important 
problems. These include -=- matching use to use- 
capability, achieving a proper balance among different 
uses, and finding the most efficient use when several 
users are in competition for the same resource. An 
example of the latter is the case where an area, because . 
of its soil and location, is in demand both for agriculture 
and urban expansion. This places a speculative value on 
the area for spatial use which cannot be matched by its 
productive value as agricultural land. Accurate records 
of use, and trends in use, correlated with a compilation 
of the physical resources available can be used to guide 
public policy and private investment so as to avoid such 


undesirable situations. 
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THE FUNCTION OF LAND USE MAPS 

1. Extent of Use 

The location, extent and intensity of 

land use are not generally known nor accurately recorded 
particularly in conjunction with records of resources. 
This leads to the common misconceptions that resources 
though vast are unlimited despite such facts that 
extraction of forest products may exceed annual replenish- 
ment, and that agricultural land is abandoned faster 

than new land comes under the plough. 

eam Kind. of, Use 

The best use of land is that which is 
adjusted most closely to the use-capabaility of the 

land. Land should be cultivated which will give the 
highest return on the investment and which can be culti- 
vated without causing it to deteriorate. Trees should 

be grown on land suitable for tree growth and unsuitable 
for cultivation. The adjustment of use to use-capability, 
particularly with respect to agriculture and forestry, 

is the basis of soil conservation. This cannot be done 
unless land use is recorded in as great detail as the 
information regarding the soil itself. 

5. Pattern of Use 

It is necessary to know not only what 
resources exist, and how and to what extent they are 

used, but also the relation among land uses. Other | 
than in the field of city planning, where it is recognized, 
the pattern of use is generally overlooked until it is 
brought to the fore by the pressure of high values or 


competition for use. Rural zoning, comparable to urban 
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zoning, is now practised in areas of close settlement 
or intensive land use and before long will probably 

be practised in populous areas of Canada. The pattern 
and relations between uses must be established if the 
public interest is to be protected. 

4, Basis of Future Use 

When forecasting or planning the future use 
of a resource it is important to consider both its present 
and past usage. It is essential, therefore, not only to 
have information concerning future market potentials, 
price levels and the economy as a whole, but also an 
accurate and detailed knowledge of the present use and 
capabilities of the resource in question. 

For example, a food processing industry 
usually settles in an area where the growing of a parti- 
cular crop has developed on specially suited soils. As 
the demand for processed foods increases, the growing of 
the crop may extend to less suitable soils even though 
suitable land is at hand. The welfare of the industry 
can be maintained if use, and proposed use, are related 
to the capability of the soil, but this can only be 
done if a record is kept of the actual use. Both the 
agricultural producer and the industrialist can be 
protected if future production is based on known facts, 
present use and the physical feature to which it is 
related. 

Resources are presented in terms of 
economic statistics or balance sheets normally given 
in dollars and cents, but less commonly in area, volume 


or rates of production per unit. This is a logical 
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procedure but it tends to divorce management and 
control from reality. All resources when developed 

are a manifestation on the surface of the earth and 

can be observed, measured, classified and presented 

as surface phenomena on a map. This is commonly done 
for educational and publicity purposes in a graphic way, 
but lacks the precision necessary for scientific 
planning. 

On a national scale much of this informa- 
tion will be presented in the atlas of Canada now in 
preparation. This however is not on a scale of the 
resource inventories now published, which are compiled 
on scales from 4" - 1 mile to 1" - 4 miles. It is 
proposed that land use data be presented at equivalent 
scales on existing topographic maps (as is now done with 
the resources data). 

Air survey methods can be used, as they 
now are in resources mapping, to achieve this end 
quickly, economically and accurately with analyses and 
delineation on a more detailed scale. As much of 
Canada has been aerially photographed for various pur- 
poses the compilation of land use maps using air photo 
interpretation is quite feasible. When required, areas 
can be re-surveyed by air photography periodically, say 
coincident with the decennial census, to check trends 
in use and to amplify and give greater significance to 
census returns, 

It is recognized that resources are a 
provincial responsibility, but in the operations of 


the federal departments of Mines and Technical Surveys 
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and Agriculture much help is given in co-operation with 
provincial departments. The soils, forestry, geology 
and hydrographic maps now in existence have proven of 
inestimable value to private enterprise, as well as 
government agencies, and it is believed that land use 
mapping on the same scales would be of equal value and 
would actually enhance the value of the existing surveys. 
REC OMMENDAT IONS 

It is recommended that the Government of 
Canada, through the appropriate departments and agencies: 

(1) arrange for the preparation of land 
use maps on a similar scale as the soils, forestry, 
geological and hydrographic maps now in existence, i.e. 
at scales from 1" to 1 mile to 1/250,000, 

(11) ensure that this be carried out by 
means of aerial survey methods, 

(iii) encourage a policy of using land 
use surveys and maps as a means of assisting the 
development of Canada's natural resources, and, in 
particular, as a means of ensuring that the best use 
is made of Canada's not unlimited land areas in the 
long term interest. 

Respectfully submitted on behalf of 
The Photographic Survey Corporation Limited, Toronto. 

THE CHAIRMAN: Thank you, Mr. Hodges. 

MR, STEWART: What sort of costs are 
involved in doing aerial surveys? 

MR. HODGES: The costs fall into two 
parts, those which are involved in flying, that is, 


areas which are at present not photographed that have 
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to be covered by aerial photographs. Surprisingly, 

(although I have not the exact figure) there is a 

tremendous amount of our whole land area now covered 

by aerial photography, certainly in the settled parts 

of Canada and a great deal of the north. It is costly 

but where photographs already exist the cost of pro- 

ducing the particulars which we have given and which 

I would like to show you briefly, is relatively small 

because most of it can be done by a few people sitting 

at a table and interpreting photographs. There is 

only a small number of people doing these determinations. 
THE CHAIRMAN: I think we would like to 

go over and look at those maps. When you see Mr. Kendall 

tell him we are sorry he has been occupied in England 


for so long. He had better come back and get to work, 


hadn't he? 

MR. HODGES: I think he is due back next 
week. 

THE CHAIRMAN: Thank you very much, 
Mr. Hodges. 


Dr. Lord, we will mark your submission 

as Exhibit 170 and if you will proceed to present it 
to us, we are all ready. 

| DR. LORD: The brief is not very long, 
Mr. Chairman, so I propose to read it and then refer 
to an appendix I have submitted to you and make a few 
comments and I would be very glad to answer any questions 
regarding what I say. This is a brief of the 
Association of Professional Engineers of Ontario. 


Dr. G@. Edward Hall, President and 
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Vice-Chancellor of the University of Western Ontario 
in a recent address said: 
"We in Canada recognize our natural 
resources as truly great assets, but we 
also recognize that our greatest asset 
is our people and that without our people, 
adventurous in spirit, conservative in 
personality, and believing in free enterprise, 
our magnificent and untold resources would 
not have been developed and Canada might 
well have remained a nation of very secondary 
importance. People -- men and women -- 
Canadians -- free but self-restrained, inde- 
pendent but modest, young but capable, 
inexperienced yet strangely mature, law-abiding 
but outspoken, energetic but retiring, healthy 
and vigorous but not boisterous -- a strange 
people we are, but we are Canadians -- proud 
of ourselves and proud of the country which 
gives us citizenship. It is these people who 
have been responsible for Canada's gross 
national product of goods and services of 
25 billions of dollars -- moréper capita 
than any other country in the world except 
the United States." 
That is a very impressive authority, Mr. Chairman. 
THE CHAIRMAN: I was wondering who he was 
talking about but Dr. Gushue says it was the Newfound- 
landers. 


DR. LORD: We have placed this quotation 
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at the beginning of the brief because in discussing 
Canada's Economic Prospects, it is necessary. to survey 
at the start her resources -- resources in materials 
and men. 

We are in agreement with Dr. Hall that 
Canada's greatest asset in projecting its economy 
into the future must be its people. We mean its 
people not only of today, but its people of the future. 
These future people must not depend alone upon person- 
ality, spirit and character but also upon mental 
greatness achieved through intellectual development 
brought about by enlightened education. The Association 
of Professional Engineers of Ontario is, we feel, a body 
charged with the duty to present this -aspect of the 
matter to The Royal Commission. 

We are a learned profession of 14,000 
members in Ontario who have as our basic responsibility 
the administration of The Professional Engineers Act 
of the Province of Ontario. One of our further interests 
is the building, expanding and nurturing of the profession 
through engineering education, professional interests 
and professional ethics. 

THE TREND 

The engineering profession has grown and 
become strong in Canada because it is fundamentally 
tied to industry and industry, we believe, will continue 
to become the main producer of the means of existence 
for Canadians. 

And then follows, Mr. Chairman, a statement 


of the arable land in Canada which I heard in the brief 
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preceding mine and you can read it as well as I but 
it does reinforce the opinion that we are an industrial 
nation rather than an agricultural nation. 

We list in Table One the labour force in 
Canada from 1945 to 1955 showing professional engineers 
registered and the proportion, the way they are growing 
from 1 to 368, to 1 to 145. That is one engineer for 
every 145 workmen in industry. It is a very fair 
indication. Actually in some industries it is down to 
1 in 50 and in the United States I have been informed 
by the Engineers Joint Council that there are some 
industries that are down to 1 in 20 so there is a great 
trend for engineers to become a greater proportion of 
the labour force. 

There is reason to believe that the propor- 
tion of professional engineers will Seavinas to increase 
due to: 

(a) The increasing complexity of technology 
in industry. And just there I would like to add I well 
remember not long ago when the Prime Minister of Canada 
made the statement that one of our large utilities was 
through its development stage and no longer needed 
engineers. He couldn't have been more wrong (God bless 
his soul, he is dead now) but large industrial organiza- 
tions of today are so complex that they: cannot be run 
by non-technically trained men and in almost every 
industry, we have the aeronautical industry, the power 
industry and all others, the necessity for professionally 
trained men which is growing and increasing. The idea 


that professional men and engineers do only the 
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designing is actually in error. Process industries 
and all others require professionally trained men for 
their operation. 

(b) The growing tendency for engineers to 
move into management positions... 

(c) A very serious present shortage of 
professional engineers in the Public Service at all 
levels. 

(ad) Normal increase in the total labour 
force. 

(e) Shortage of professional engineers 
in the United States and the higher salaries being 
paid in that country. 

With reference to (b) above, it is 
interesting to note that in 1948 8.6 percent of the 
membership of the Association of Professional Engineers 
of Ontario held positions of manager or above, while in 
1950 the figure was 9.5 percent and in 1954, 11.2 percent. 

THE CHAIRMAN: You are gradually moving up. 

DR. LORD: Yes, gradually moving up. I 
could say we are not displacing chartered accountants 
very quickly. 

The Public Service at all levels is 
presently suffering from a very distinct shortage of 
professional engineers caused almost entirely because 
governmental authorities will not establish salary rates 
that are competitive with industry. It is believed that 
this situation exists because the various services con- 
cerned are relying upon the outdated theory of greater 


security of employment. It is submitted that security 
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of employment is an improper method by which to obtain 
effective employees and secondly that equal security, 
pension rights, medical services, etc., obtainable in 
industry today are on a par with those obtained in the 
public service. There is some indication that this 
situation is slowly being realized by the various govern- 
ments and when Public Service salaries become competitive 
with industry the hundreds of vacancies existing will 
begin to fill, imposing an additional drain on the 
supply of professional engineers. 

Referring to (d) above, a reasonable pro- 


jection of Table One would seem to be: 


Total Labour Force Professional 
Year Ontario Engineers . Proportion 
1965 2,600,000 — " _ 26,000. 1 to 100 


Canada made a rather successful attempt 
to ensure that the attendance at engineering schools 
was maintained at a reasonable level during the war 
years with the result that the shortage in Canada is 
thought not as serious as it would appear to be in the 
United States. This situation is resulting in a drain 
on Canada's supply of graduate engineers; a drain that 
has been held in check to some extent by the rigidity of 
draft regulations in the United States. As the needs 
of the American Armed Forces grow less year by year, 
there is indication that the hazard of the draft will 
cease to act as a check, and the present trickle across 
the border, of Canadian trained professional engineers, 


may reach serious proportions. 
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THE PROBLEM 

The technology of industry today is 
ever growing in complexity. No country can survive 
as an industrial nation which does not recognize the 
need for providing the facilities and incentive to 
ensure that an adequate number of its brightest young 
men and women be educated to be able to fill adequately 
the technological positions in industry. 

We feel that Canada is much more urgently 
in need of the highest level of technological manpower 
than most other countries. This is due to the fact 
that 25 percent of our annual production is exported. 
In many lines of manufacture we cannot compete in the 
world market on the basis of labour costs and therefore 
must resort to other devices. One of our most necessary 
competitive weapons must be excellence of engineering, 
in design, in production and in invention. We can no 
longer, as a nation, afford to lean upon larger eethn- 
bours and ingenious European nations for our basic 
scientific and technological ideas, but must step out 
boldly into the future upon our own industrial feet. 
One large Canadian company is daily reducing costs to 
enable it to compete in foreign markets by attacking 


the production of its products item by item. Such 


questions are asked us -- Why do we make it thus? -- 
Can certain parts be eliminated? -- Are certain operations 
necessary? -- How can we re-design for cheaper production? 


If Canada is to survive in the industrial world of the 
future, this type of approach must be expanded. That 


Canada is capable of such technological pioneering is 
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evidenced by our contributions in atomic fission and 
in jet plane development. 

Mr. Chairman, you may be interested to 
know that in* 1arSSompany although it is a product of 
a large American company, they have’ 50 committees 
working all the time on improvement of the product and 
I asked an executive member in charge of this work if 
they were taking the attitude that they could improve 
upon American designs and he assured me that their 
attitude is that they could improve on any design of 
any product that is handed to them and they are attempting 
to compete in the international market by taking a machine 
and assuming that they can re-design and re-develop that 
machine at a cheaper price although their labour costs 
are often three times what the costs would be in Japan, 
Germany and so on. 

Studies by the Education Division of the 
Dominion Bureau of Statistics would indicate that the 
institutions of higher learning, in Canada, will be 
called upon to handle steadily growing enrolments in 
the next ten years. The growth trend in these enrol- 
ments is shown in Figures 1 and @ attached. Our studies 
lead us to believe that the increase in engineering 
students may be proportionately greater than the increase 
for other faculties. This presents the Canadian 
engineering schools with a formidable and critical 
problem; formidable with respect to magnitude and 
critical with respect to the national economy. For 
the past ten years the country has never had enough 


engineers despite the fact that enrolment in engineering 
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courses has not essentially been restricted, and despite 
. the fact that most Canadian engineering schools are 
| operating at peak capacity, according to any real 
definition of that word. 

It is absolutely essential that industry, 
government and the engineering profession realize the 
magnitude of the job and take vigorous, co-operative 
steps to lift part of the load from the universities. 
The product of the engineering school -- the educated 
engineer -- is one of the most, if not the most important 
products of the country in the realm of Canada's future 
economic progress. 

And then follows two paragraphs of 


university financing which points out that the universities 


oe ee." = 


actually are in a poorer position now than they were in 
’ 1931 in the proportion of the national income that they 
are receiving and that corporations have not taken advan- 
‘ tage of the full tax deduction as regards assisting 
universities. 
_ ‘THE NEED | 
| The accommodation required (that is for 
universities) will necessitate almost doubling the 
present volume of laboratories, lecture rooms, offices 


and other buildings. A conservative estimate of the 
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finances required to bring about this growth in physical 
plant in the engineering faculties will be 60 million 
dollars at the rate of 12 millions per year for the 
next five years. 

For new laboratory and research facilities 


the engineering colleges require at least two million 
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dollars per year for each of the next five years. 

The matter of staff may well be the most 
aifficult problem of all. The colleges are in direct 
competition with industry for the young men of mental 
power and character who must be recruited for staff 
if the colleges are to properly fulfill their destiny. 
Not only must professorial salaries be increased to 
bring them into a more realistic position with going 
industrial rates, but other desirable features must 
be developed. Younger engineering staffs must be 
encouraged and have the opportunity to pursue scholarly 
studies not only in Canada but in every country of the 
world. That, Mr. Chairman, is very dear to my heart. 
I have a feeling that your Commission might well find 
that one of the greatest contributions that could be 
made to this country's future would be to enable the 
keenest young Canadians to study in every country of 
the world so that 10 to 15 years from now we might 
have an international professional staff equal to that 
in any country of the world. % 

THE CHAIRMAN: Do you think they would 
come back here? ’ : 

DR. LORD: Yes, they would come right back 
here. I think if we could send young men out to any 
country that is advanced in any line and it is not a 
ease of sending them all to Germany or the United States 
or what have you; certain countries are leading in 
certain things and I feel that would be a place where 
money would be well spent and if it would make itself 


felt in Canada's industrial future it would be worth while. 
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The engineering staff problem is an urgent, one. It 
must be attacked at once. The building up of engineering 
staff is a long term proposition and the process must 
be started now if the hordes of 1965 are to be handled. 
Then follows a short paragraph on technical institutes. 
TECHNICAL INSTITUTES 

The engineering profession is affected by 
the shortage that presently exists for all types of 
trained technicians. It is mggested that study should 
be given to the expansion of such senior technical 
schools as Ryerson Institute of Technology. There is 
a definite need for this type of senior technical school. 
It is, however, considered that rigid control of the 
curricula of such schools should be maintained to ensure 
that the graduates will be well trained technicians 
rather than border line engineers. Just there I would 
like to’say that in the United States -- I want to mention 
this a little later -- they are taking this matter very 
seriously and I listened to a paper in New York last 
Thursday, one of the bigger companies, Westinghouse as 
a matter of fact, opening a new electronics division 
in which they needed 800 engineers. Realizing they 
could not obtain them all they had gone into the matter 
of technicians as assistants and they have worked out 
the rule there that every engineer should have on the 
average two technicians to help him. Then follows a 


section on Professional Recognition. 


PROFESSIONAL RECOGNITION 


Professional recognition is of the greatest 


importance to the young graduate. The engineering 
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profession is faced with a-problem that does not exist 
in most other professions, in that 90 percent of its 
members give of their professional services on a salary 
basis. As many as 900 professional engineers are 
employed by one employer. There is some tendency on the 
part of such large groups to lean towards unionization 
to secure adequate consideration by employers of salaries 
and working conditions. Federal and Ontario labour laws 
presently exclude professions from collective. bargaining 
units. The Association believes that it is in the best 
interest of industry and of the country's economy that 
the professional engineer subscribe to one loyalty -- 
his professional body. If this desirable condition is 
to be maintained in Canada, it is essential that the 
employers of professional engineers give greater consi- 
deration to the problem of professional recognition. 
That is, they would not be part of a labour union. It 
is an anachronism that in a time of opportunity engineers 
feel frustrated, yet that is the situation that exists 
and it is continent wide. Fact finding committees admit 
it. Little is being done to correct it. 

The Association realizes its responsibility 
and is endeavouring to cope with the problem. One of the 
means being adopted is indicated by the attached bulletin 
"Professional Recognition". 

It is suggested that industry is aware of 
the problem but is procrastinating. Governments at all 
levels should lead the way by ensuring that professional 
recognition is accorded to the members of the engineering 


profession in the Public Service. 
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THE CHAIRMAN: What do you mean exactly? 

DR. LORD: That, Mr. Chairman, is a very 
difficult thing to define. I can't put my hand on it 
myself but I would like to explain it to you. I have 
sat on a committee as between the Council of the 
Association and a group called the Federation of 
Professional Engineers in Ontario who are the closest 
thing to the labour union of the professional engineer 
and tried to get to the bottom of what this unrest is -- 
and it is not only in Canada, it is across the United 
States -- and they are worried about it. I think if 
I could put my finger on it at all it is because the 
organizations have grown in size and where in the early 
days you had half a dozen engineers who reported directly 
to the manager or plant superintendent now you have 
industries in the United States where you have 4,000 or 
5,000 engineers and management has not in all cases 
dealt with these men in an independent manner. They 
have said: "Well, 5,000 we will deal with them like 
labourers, we won't tell them what is going on" and 
these people are sitting out there, designing, they 
don't know what the view of the company is, they are 
Only a cog in the wheel, they don't know the chief 
engineer, they don't know what is going on and so on. 
The Association has brought out and I have put it in 
the back of your brief, something on professional 
recognition and I would like to read from this now. 
It may help to explain this idea. 

There are problems. They can be solved. 


Often they exist primarily because engineering departments 
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have been expanding so rapidly that there's been little 
time to recognize that there is a problem, let alone 
solve it. 

The crux of the problem may be contained 
in results of a survey conducted by the University of 
Chicago recently. After a poll touching thousands of 
industrial employees, the researchers said that engineers 
"seem to be far more frustrated than satisfied". They 
put down that sense of frustration to this: a conflict 
between what engineers expect and what they find industry 
actually offers them. 

That conflict is a natural one. 

In the last twenty years the engineer's 
life has changed. 

Where once he worked by himself or with . 
two or three contemporaries, now often he finds himself 
as one member of a large project team. 

Where a company employed only a few ay 
fessional engineers, it was easy to keep them informed 
as to management's main purposes; where hundreds are now 
employed it is infinitely more difficult. 

In other words, you can't, with a pro- 
fessional man who looks beyond his role to the interests 
of his employer and the development of the business -- 
you can't do that and not tell him what your plans are. 
THE CHAIRMAN: You can't do that with 
anybody and expect to get any results. That is what 
We are trying to get at, where the distinction is. 

- between an engineer and any other intelligent trained 


employee. 
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, DR. LORD: There is not any distinction, 
no. I don't mean to say that the professional engineers 
are any more mentally marvelous. people Shik a lot of men 
in industry but I think in a technological business they 
must be kept apprised of what the management is, trying to 
do. I was talking on Saturday to a vice-president of a 
large company in Montreal employing over 1,000 engineers. 
This man is manager of one of their divisions and he says 
he realized the unrest was reasonable and he called in 
every engineer in the plant and said: "Now, look, 
gentlemen, here is what I have got to worry about in the 
next year. If we are going to stay in business this is 
what we have got and I want your help", and he said there 
were questions asked for the next hour and a half. 

THE CHAIRMAN: I think that is fine. It 
would seem to me it has much wider application than to 
just engineers. 

DR. LORD: Probably you are right, but it 
is just using the ability of a group to the maximum 
advantage. I am sorry to say there are large industries 
in Ontario where management will not meet with its 
engineers to discuss problems. 

REC OMMENDATI ONS _ We ant 

1. That expansion of the building facilities 
of the Canadian engineering schools be commenced at once. 
It is suggested that this will require 12 million dollars 
per year for the next five years. | 

2. That research and laboratory equipment 
for engineering schools be provided over the next five 


years in sufficient quantity to meet the increased 
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enrolment. It is estimated that this will require an 
expenditure of 2 million dollars annually. 

3. That a study be undertaken at once 
to find ways and means to improve the position of 
engineering staffs and that such study consider: 

(a) Staff salaries and loads. 

(b) Recruitment of senior staff 

(c) Provision of funds to permit graduate 
study in engineering schools of other countries by junior 
staff. 

4. That since industry is the main user 
of the product of engineering A Sy some form of 
attractive tax deduction be introduced to encourage 
more liberal support of engineering schools by industry. 

5S. That consideration be given to expansion 
of senior technical schools. | 

6. That in the report of this Eben vice 
industry be urged to give serious consideration to 
according professional recognition to engineering staff. 

In conelusion we wish to point out that 
the post war flood of students handied by the universi- 
ties bears no resemblance to the situation facing them 
today. This was a "bulge" of short and foreseeable 
duration. Improvisation was the peaaibte answer. 
Tomorrow's numbers will continue with us into the 
foreseeable future. inerovination is not the answer. 

A formidable problem of basic interest 
to Canada's economy faces us. For its solution are 
required careful planning, money and speed. 
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an appendix here and I think you will see why I have 
put it in. 

THE CHAIRMAN: Do you want to talk about 
the appendix? 

DR. LORD: Would you like to let me go 
through the whole thing? I apologize a little for 
this first, but we discussed this in our Council and 
our feeling was 50 percent we should not bother you 
with it, but on the other hand the majority thought 
we should go on record as opposing the view that was 
made before your Commission and therefore I am reading 
it. 

1. "Hewers of Wood and Drawers of Water" 

The Association of Professional Engineers 
of Ontario was greatly perturbed by the news reports of 
a statement made before this Commission by Mr. R.M.Fowler, 
President of the Canadian Pulp and Paper Association -- 


"chat Canada's best future role is to remain a hewer 


of wood and drawer of water". We cannot believe that 
this Commission -- or, in fact, any large group of 
enlightened Canadians -- could subscribe to such a 


thesis. This Association believes firmly that any, plan 
such as this would be contrary to the best interest of 
the country's industrial and technological development. 
It must be evident to all that, in an 
age of nylon, plastics, jet engines, transistors, 
television and nuclear fission -- any such attitude, as 
that suggested by Mr. Fowler, can only lead to industrial 
suicide and would stifle the growing research and 


development prowess which Canada is displaying in a very 
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marked degree. - 

In a world of electrpnics,.chemical wonders 
and atomic power, any existing element, material or 
product can be replaced over-night by a new product. 
Even newsprint may be subject to replacement by a 
cheaper synthetic substitute. . 

The Association feels that industrial 
expansion through technological development is the 
keynote to Canada's continuing prosperity and it is 
inconceivable that we should turn back the clock or 
our present and imminent progress in the field of 
science and technology. Canada's automotive, newsprint, 
aircraft, farm equipment, chemical industries cannot be 
lightly dismissed when thinking of the future. The 
pulp and paper industry itself has successfully merged 
primary and secondary industries into the largest single 
industry in Canada. But even this great industry must 
be aware that research, development and a search for new 
uses for its products will be the only safe way to 
ensure a prosperous future. 

It is suggested that a country which 
adopts a “hewer of wood and drawer of water" policy 
might soon find itself relegated to the status of a 
fifth-class nation. And the point I am ready to make 
there, I think, is obvious to the Commission and that 
is today I don't care what your product is in today's 
world we are not living back in the 1830's. Even the 
products of agriculture may be completely displaced. 

THE CHAIRMAN: I would like to interrupt 


at this point for a moment. Mr. Fowler prepared an 
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extremely valuable and able brief which was submitted 
to this Commission. This Commission is under a great 
debt to Mr. Fowler and the Canadian Pulp and Paper 
Association for really a very fine piece of work. He 
expressed views which were reasonably qualified and 
Which certainly did not give me the impression that 
he was suggesting we go back to the Dark Ages and I 
think we should not just pick up ome phrase and read 
too much into it. Personally I am sorry that 
Mr. Fowler has been attacked in the way he has been 
because as far as this Commission is concerned we 
are under a great debt to him. 
DR. LORD: Well, as I say, that is just 
a note on that. Then I wanted to refer to a paper 
by Lewis L. Strauss, Chairman of the United States 
Atomic Energy Commission and read the paragraph there 
and I wanted to read one or two items which might 
explain some of the information in our brief. 
"If there is to be another war among the 
great nations of the world before the human 
‘race discovers a method of abolishing recourse 
to combat, that war may be survived by the 
country with the greatest stockpile of nu- 
clear weapons and instruments. of their 
delivery. But such a war will ‘almost 
certainly be lost by: the country: with the 
fewest resources in trained manpower." 
We had wanted to put something in our brief concerning 
the necessity for the development of research in this 


country and to refer to the situation behind the Iron 
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Curtain but very little information has been available 
up to the time of the Geneva Conference and I thought 
I would just pass this on to you, with compliments 
through Mr. Strauss, that in the United States they 
require about 50,000 engineers a year and the crop 
this coming June or last June would be 23,000 and 
carrying that over to Canada we have made the state- 
ment that Canada should be then getting engineers in 
the neighbourhood of possibly 2,500 next June which, 
to be comparable with the United States -- and they 
are going to be 1,675. There is just one reason 
why we bring that up and that is I would like to draw 
to the Commission's attention Mr. Strauss' statement 
that they do not feel the numbers in the United States 
can be greatly increased because of the fact that the 
high school teaching in mathematics and physics is 
deteriorating there and people in Canada have told me 
there is some tendency here whereas in Russia. especially 
by making it compulsory for their students to take 
scientific courses and also to make it worth while 
for their people to go into science and mathematics 
teaching --.I don't know what may be the method of 
compulsion -- they are getting plenty of teachers 
whereas here and in the United States it is deteriorating 
to a great degree, and that is a very great and serious 
result which you would no doubt like to consider for 
your recommendations. 

I might regret now that I brought in that 
matter of Mr. Fowler because I would hate to think 


that the more important things as presented here 


“bmn, 0028008 ntvon, sing aae's 0 ¢ 
~9tade odd ebem ovad ow sbansd 09 xovo ded? anberaag 

at sseontgae gatiyeg aodt ed bivode sbamad gent! . 
Hotdw smut gxom 008.3 yidtasog te booruodigten ef 
ROY bas = eo787k bOdtaT ott pC 
mosses ono taut at oredt — 280 t-06: ot saanaisi 

wath of eff bluow I et edd bas qu vad) gatid ow xetw 

| tuemodase 'aswarg2 .¢M aottnetts a! motestmmod ont 69 
aetege badttav: odd mt stedmua oft [set Jom ob orld 
od} ged Josl eit to seueced bessetont videsra od Rag: 
umd zotayig bas sottamensem at gatdosed, Loorios’ siptat 

om bod vad sbansd at efqaeq bas orertt aniiexolrets> 
vlalooges stneyi at asoredw o1ed yonebmet ame er onadtd ; 
_ aad ot atmobpte ttedd 10% yroalyqmoo tf aatiem we 
eltiw dtrow 3f oem. of oels bas aeety09 oriteastos 
soltdemedtem bas eonmetos otat op of efqoeq sled «ot 

to hoddem od od Yom terw word t'aob I.-- gatsioaed 
atedosed ° yiaelq patties; ets yerd -- coteLuqmes 
anttsrolieteb et gh sedate botiat ond at bas ered Baer | 


i 


— le aaah < - 


avoties brs taetg iey es el vad? bas ,oorped. ise7y 8 
TOt.tebLaneo of sali ddveb om blwow woy doldw tiuaex, 
. enol isbacmmooet | 

tedd at tdguvoid I seit worm votrge1 dripio I 
datds od stad Pluow.I-sevsced telwol .2M- to 10d 


ered betooeetq 28 agatdd taszti0qml si0om. of? 


- 5937 - Dr. Lord 


would be clouded by any reference such as that. 

THE CHAIRMAN: If the Americans are going to 
be short of 25,000 odd engineers per annum and therefore 
will have to go out and attract engineers from anywhere 
at any price, is there any point in increasing the 
number of Canadian graduates? 

DR. LORD: I don't know, Mr. Chairman. I 
realize ---- 

THE CHAIRMAN: Now, it was in one of your 
recommendations that since industry is the main user 

of the product of engineering schools some form of 
attractive tax deduction be introduced to encourage 
more liberal support of engineering schools by 
industry. Well, the tax deduction is already there; 
industry doesn't take advantage of it. 

DR. LORD: Yes, but 5 percent. 

THE CHAIRMAN: So what else is needed? In the 
United States they will allow an industry to deduct up 
to 30 percent, I believe, of its income for donations 
to universities but if our industry does not use what 
it is now allowed, what can you do? 

DR. LORD: Well, I have a feeling that there 
is not a complete awareness on the part of a lot of 
industry as to its eegpopatbids ty in that regard. 

nates exiviuins Well, do the Canadian industries 
that employ great numbers of engineers (you mentioned 
one that had 1,000 engineers on its payroll) make any 
substantial contribution to the engineering faculty 
of this university? . 

DR. LORD: No, they don't. We must be fair 
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there. I think there is a tendency in the case of 

state operated institutions for industry and all others 
to take the view that it is not their concern, whereas 

a lot of the very prominent United States educational 
institutions such as Harvard and Massachusetts Institute 
of Technology, to mention only two, are what are some- 
times called private institutions and can make probably 
a broader appeal to industry and government. 

THE CHAIRMAN: Well, I dare say that is the 
attitude but it does not seem to me a complete answer, 
though. 

DR. LORD: No. 

MR. GRAUER: I think there may be something to 
this, that industry in Canada has taken quite a while to 
lose the depression complex and is afraid of a recurrence 


of what happened in the '30's, and there seems to be a 


very definite trend now towards acceptance of the 
proposition that we can have a stable and expanding 
economy. Under those circumstances I would expect myself 
industry would get considerably more generous than it 
has been in the past. 

DR. LORD: Yes. le | cee 

THE CHAIRMAN: I agree with that but I think 
somebody has to sort of put the idea in industry's head 
occasionally and I wonder if the Engineering Faculty of 
this university is in a position to do that. 

DR. LORD: There is not any doubt that it could 
be improved but how to do it I don't know. On the 
question I brought up, Mr. Strauss' article, it sometimes 
worries you quite a lot when you think of the fact that 
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in the last war the United States just beat Germany 
and the enemy by a short period of time in the production 
of the atomic pile. It seems to me almost a foregone 


conclusion that if they had developed it first we would 


have lost the war. One of the reasons why the Germans 
did not develop it was Hitler's shortsighted attitude 
towards development and support of his technical people, 
that is, his ruthless disregard of the fact that if you 
are going to advance scientifically and technically you 
just cannot leave it to chance; in other words, he 
persecuted his best men for various reasons, religion 
and so on, and lost them. 

I have a personal feeling that in the future 
development of this country we cannot lose sight of 
that fact. I don't care about the pulp and paper industry 
or any other industry, you can't argue that because you 
have a lot of natural resources you are going to be a 
happy, prosperous country in the future. I just wanted 
to leave that idea with you. 

THE CHAIRMAN: Thank you very much, De. Lord. 


We will adjourn for lunch. 


(At 1.00 P.M. the Commission adjourned until 2.30 P.M.) 
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AFTERNOON SESSION 
APPEARANCES : 


Mr. J. S. Duncan, Chairman and 
President of Massey-Harris-Ferguson 
Limited. i. ; 
Mr. A. G@. S. Griffin, Vice-Chariaman, 
Mr. S. ©. Legge, Secretary. 

Mr. P.J.Chadsey, Chairman, 

Security Analysts Association of 
Toronto. 

Mr. H. C. Andreae, Dominion Anglo 
Investment Corporation Limited. 

Mr. George Armstrong, Canadian 
Business Service. 

Mr. H. C. MacKendrick, Sales Manager, 
Canadian Importers & Traders Association, 
Ine. 

Mr. J. D. Cowan, 

Mr. T. Oakley. 

Mr. Stewart Preston, President, 


Canadian Transit Association. 
Deis PH abrty; eQuc.. 


THE CHAIRMAN: Well, Mr. Duncan, it is 
very nice to welcome you back again. We hope you are 
going to make this a habit. 

MR. DUNCAN: No, I think this is the end 
of it, Mr. Chairman. I am sorry Mr. Tony Griffin, who 
took a great part in the preparation of this is not 
able to be with us. 

THE CHAIRMAN: We will mark your brief 
Exhibit 171. 

Would you like to start in? 

MR. DUNCAN; Gentlemen, we have submitted 
a brief on the Dollar Sterling Trade Council. I have 
tried to boil it down in this short resume which I will 
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give you now. 

In our brief we have outlined the origin 
and purpose of this Council which was established in 
October, 1949 as the Dollar Sterling Trade Board with 
its encouragement and support of the Federal Government. 
It was a private group representing a cross-section 

of Canadian businessmen. Its purpose was to assist 

the United Kingdom to regain a larger share of the 
market in Canada for imports. This was deemed to 

be in the interest of Canada as a means of safeguarding 
Canadian export markets in the United Kingdom and 
Sterling Area. The shrinking tendency in these 

markets was viewed as primarily a result of the Sterling 
Area's dollar shortage; therefore, any alleviation of 
that shortage would be helpful to the sale of Canadian 
exports. 

We have referred to the formation of the 
Dollar Exports Board, a similar body in the United 
Kingdom, set up early in 1949 to stimulate Britain's 
drive for greater exports to dollar markets. In the 
course of time, the function and titles of these Boards 
have been changed somewhat with the setting-up of other 
bodies with similar purposes, but their objectives have 
remained unchanged. 

We have referred to the changing attitude 
in Canada toward imports as exemplified by the fact that 
a body such as this Council, having the purpose of 
assisting another country to increase its sale of goods 
in Canada, would have been very improbable prior to the 


Second World War. At that earlier time, the prevailing 
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opinion, in Canada and abroad, was that promotion of 
exports was an essential national objective, whereas 
promotion of imports was neither necessary nor even 
desirable. 

We have suggested that this change in 
attitude reflects a change in the nature and problems 
of international trade, Under the system of conver- 
tible currencies and multilateral trade that prevailed 
generally up to 1939, the development of export markets 
was primarily a matter of the competitive efficiency 
of the export industries themselves. Provided these 
industries could produce and deliver goods of equal 
or a little better value than their competitors, they 
could be reasonably sure of gaining markets abroad. 

In contrast, since the Second World War, the natural 
flow of goods to world markets has been checked and 
distorted by a maze of currency restrictions, import 
controls and other barriers to trade, which are pri- 
marily reflective of balance-of-payment problems that 
have affected most of the world's trading nations, the 
most acute and persistent being the dollar gap. 

In this post-war situation, the sale of 
Canadian goods abroad is no longer governed wholly by 
the competitive value of Canadian products offered for 
sale abroad. It is influenced strongly, and sometimes 
primarily, by the dollar revenues of the importing 
countries. Therefore, Canada has a direct interest 
in the restoration of the dollar earning capacity of 
those of her customers abroad who have been in dollar 


difficulties. 
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We have suggested that, for historical and 
other reasons, the United Kingdom and Sterling Area are 
the most important of the many Canadian markets that have 
been subject to these balance-of-payment problems, 

We have touched briefly on the fact, that 
has been adequately documented to this Commission, that 
Canada derives an exceptionally high proportion of her 
national income from exports, that this condition derives 
from the solid facts of Canada's population and resources, 
that it has been advantageous to Canada and that all 
present indications suggest this condition will continue 
into the future as far as it is possible to make an 
intelligent prediction. 

Accepting the inevitability and desirability 
of a high reliance on export markets, we go on to suggest 
that the United Kingdom and Sterling Area markets are 
of special significance to Canada, despite the fact that 
they now buy less from Canada in aggregate than does the 
neo. 

The United Kingdom market is the largest 
export market for wheat, an item for which we cannot 
hope to find a stable, dependable market in the U.S. 
in the foreseeable future. Most of our leading exports 
are not produced in the United Kingdom, hence our 
exporters meet little domestic competition in the 
British market. Moreover, the United Kingdom has 
historically favoured a low tariff policy. 

The other Sterling Area countries, being 
in the main lightly industrialized and in some cases 


giving Canadian goods preferential entry, appear to 
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offer opportunities to our secondary manufacturing 

industries which find it difficult to compete in the 

U.S. against the mass producers of that country. 

We recognize that the U.S. market is 

the largest export market in the aggregate. Neverthe- 

less, we suggest there are some difficulties and danger 

in relying too.heavily on the U.S. market for our exports. 

Many of our primary products are competitive to some 

extent with domestic industries in the U.S.3; therefore, 

our sales are vulnerable to sharp reduction in periods 

of falling demand. The tariff policy of the U.S.3; and 

U.S. customs procedures have been a serious impediment 
to the development of markets for Canadian agricultural 
products and secondary manufacturers. Even in some 
primary products of which the U.S. is a large importer 
from Canada and elsewhere, there have been recurrent 
threats of increases in tariffs. We have mentioned 
these points to reinforce our contention that the U.K 
and Sterling Area markets offer potentialities for 
Canadian exports that are superior in some respects 
to our opportunities in the U.S. market. 

Nevertheless, our post-war experience in 

British and Sterling markets has been disappointing. 
Our sales to the U.K. were approximately static from 
1946 to 1954 and while they rose about 30 percent in 
1955, there is some doubt whether the United Kingdom 


can sustain this higher rate of purchase. Our exports 


to other Commonwealth countries, which were a growing 
percentage of our total exports over the half century 


preceding the second war, have been a shrinking 
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percentage since the war. 

We suggest that these adverse trends are 
primarily a result of the Sterling Area's dollar 
shortage. We have mentioned briefly the long-term 
economic trend that has been adverse to the United 
Kingdom, as a manufacturing nation with meagre domestic 
material resources, through the 20th century. This 
adverse trend, combined with the crippling effects of 
the war, has seriously weakened Britain's external 
economic position and led to her chronic difficulty in 
achieving a reasonably stable balance of international 
payments with the world as a whole and with the dollar 
area in particniar. These difficulties have led the 
United Kingdom and Sterling Area, in common with other 
countries, to apply restrictions to imports from dollar 
sources, as a measure of maintaining international 
solvency, despite the disadvantages of thereby creating 
shortages or having to procure at higher prices from 
soft currency sources of supply. 

Thus Canada has a direct interest in 
taking measures to enhance the dollar revenues of the 
United Kingdom and Sterling Area up to the point where 
these countries feel able to remove all discriminatory 
restrictions on import of Canadian goods. So long as 
they have a dollar shortage problem, they are likely to 
limit their dollar expenditures; therefore, if Canada 
hopes to enjoy expanding markets in these countries, 
it is in our national interest to take whatever practi- 
cal measures we can to assist them in building up their 


dollar earnings. 
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To illustrate that, the latest figures 
we have are the first nine months of 1955 and we 
exported to the United Kingdom in round figures 
$600 million worth of goods and we imported from them 
only $300 million of goods so that works out to a trade 
deficit for them with us of $300 million. As long as 
that sort of condition exists -- and it has been 
existing for a long time, since the end of the war --= 
the British find it difficult to buy in this country 
the things she would like to buy and therefore it is 
cutting down a possible good avenue of trade. 

I would like to go a little farther. We 
have had some meetings with the Dollar Exporting 
Committee in the United Kingdom headed by Sir Wiltiam 
Rootes and also with the Minister of Trade. They were 
quite frank in telling us that unless this situation 
could be corrected that they questioned with the adverse 
balance of trade which is running against them, whether 
they would not be obliged to radically cut down again 
their imports from this country. 

THE CHAIRMAN: Imports of what, Mr. Duncan? 

MR. DUNCAN: Wheat and things like. that, 
bulky raw materials. They did state that they cannot 
really afford this imbalance of $300 million and there- 
fore they would have to cut it down. 

We believe Canadians can make a practical 
contribution toward this end by diverting purchases of 
imports from the U.S., which already has a large surplus 
in trade with Canada, to the Sterling Area wherever such 


diversion can be made on a basis of sound competitive 
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values. We recognize that a similar diversion of 
imports toward other countries that have a trade 
deficit with Canada would present some advantages, 
but we emphasize the position of the United Kingdom 
and Sterling Area for two reasons. 

(1) Historically, the United Kingdom 
and Sterling Area have provided our largest export 
markets with the exception of the U.S., and the nature 
of thein import needs appear to offer particularly 
faveurabae opportunities for sale of Canadian goods 
if their dollar problem can be alleviated. 

(2) As sterling is an international 
currency customarily used by many countries outside 
the sterling group, any strengthening of sterling is 
indirectly helpful to Canadian export opportunities 
elsewhere. 

We also mention the preponderant position 
of the U.S. in respect of foreign investment in Canada. 
British capital played an important role in the early 
_ development of Canada and continued to represent an 
important part of total foreign investment through 
the inter-war years. Since the second war, and largely 
arising from it, the United Kingdom proportion has fallen 
to 17 percent in 1954 whereas 77 percent of all non- 
resident investment in Canada in that year was held 


in the U.S. Available evidence suggests this U.S. 


investment is highly concentrated in manufacturing and 
natural resource industries. 
We do not oppose investment in Canada 


from the U.S., but we suggest that its preponderance 
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may be somewhat inimical to an independent Canadian 
economic development, particularly as much of it 
appears to be in a form that is associated with 
management control. 

THE CHAIRMAN: Isn't that contradictory 
to what you say in the brief when you say that you do 
not recommend investment in the United States should 
be discouraged? 

MR. DUNCAN: Well, put it this way. $I 
cannot personally be opposed to foreign investment in 
this country from any quarter because to my mind that 
has been the very basis of Canada's development and 
when you compare it with these companies that have a 
nationalistic view of it, it can be seen that our 
prosperity cannot be just Sectaentad It originally 
came from the United cincdom and then the United States. 
All I am saying is this, that I would like to see a 
little more: coming from the United Kingdom and perhaps 
a little less from the United States because this pre- 
ponderance is becoming, I would not say embarrassing, 
but nevertieless: it can come to the point where we would 
feel that the great excess of it was perhaps crippling 
our own international accounting. 

THE CHAIRMAN: In other words, you would 
like the total to be of the same proportion but you 
would like to have it divided up differently? 

MR. DUNCAN: I have no objection to it 
coming in but I would like to see a little more from the 
United Kingdom and a little less from the United States. 


I would like to see it more evenly divided. 
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As an offset to this U.S. preponderance, 
we would welcome a greater flow of capital from Britain 
Which can only come about if Britain's dollar resources 
are augmented. I think, Mr. Chairman, that this problem 
is tied up to a certain extent with our position within 
the British Commonwealth. If most of us -- and I 
believe we do -- believe as strongly as I do that one of 
the greatest forces in this world today is the British 
Commonwealth and it has to be preserved and built up 
then the more ¢apital we can get within ourselves and 
perhaps less from our great and generous neighbour to 
the south, it is to our advantage to do so. 

THE CHAIRMAN: Just on that point, 

Mr. Duncan, if Britain could only invest in Canada by 
arranging her trade in Canada in such a way that she 

has a favourable balance in her currency account instead 
of an unfavourable one, assuming that that were possible, 
would we not be better off to invest our own money in 
this country? 

MR. DUNCAN: Well, I am assuming we will 
invest or we have to invest, is that not so? 

THE CHAIRMAN: Well, if we purchased more 
manufactured goods from Britain than we are doing at the 
moment so that Britain had a favourable balance of trade 
with us and therefore had funds with which she could make 
capital investments in this country presumably to 
accomplish that we would not need to go that far; we could 
surely balance things up and invest it ourselves rather 
than putting Britain --- 

MR. DUNCAN: Not if she follows the thesis 


Which we have supported. We have simply suggested to 
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Canada that she should import less from the United 
States and more from Britain. We are not suggesting 
she should run down her national wealth by doing less 
herself; I have never suggested that but I am 
suggesting that on the things which she does import 
she should be more selective in her importing. 

Furthermore, of course, Britain's ability 
to invest in this country is not solely based on a 
balanced trade condition. She is investing in this 
country and has been for the last three or four years 
due certainly to a favourable balance of trade on the 
whole but it has not been balanced with Canada. She 
has been investing $100 million a year. 

THE CHAIRMAN: I think that is the real 
factor and not the way it is invested here. 

MR. DUNCAN: Now, if our contention that 
Canada has an interest in diverting import procurement 
toward Britain and the Sterling Area be sound, there 
remains the question of how best to accomplish this 
purpose. 

We do not regard it as primarily a matter 
for government action. Fundamentally ours is a free 
economy. Canadians enjoy as wide a measure of freedom 
to purchase goods or services from sources of their 
choice as do the people of any country. We do not 
advocate any infringement of this freedom of choice 
nor do we believe such infringement would be acceptable 
to Canadians. 

But we suggest that this freedom carries 


a responsibility with it. If a national interest would 
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be served by redirecting our purchases toward the 
Sterling Area, it is a responsibility of individual 
Canadians to make an effort to find opportunities 

to do so. We have suggested broad fields where new 
opportunities might be found, such as the broad field 
of industrial components and semi-finished goods, but 
in general, we believe that the individual buyer, 
acting in full awareness of the nature of his needs, 

is the one to determine where it is possible to divert 
purchases from the U.S. without economic loss: We 
believe that much of our heavy procurement from that 
source is based on habit, ease of conducting business 
near at hand, lack of knowledge of availabilities in 
the United Kingdom or other factors that do not imply 

a clear-cut economic advantage... 

If our views in this respect be accepted, 
we recommend that your Report to the Government of 
Canada include a recommendation to all Canadians, in 
their capacities as consumers and business operators, 
to promote a national interest by a positive and 
continuing effort to redirect a part of their purchases 
of imports toward the Sterling Area countries. 

As regards government policy, ne 

commend the Government for pursuing a liberal trading 
policy relative to the Sterling Area. We are conscious 
of the fact that some domestic industries have felt the 
effects of strong competition from the United Kingdom 
as well as from other external sources of supply. 
While not wishing to minimize the difficulties of 


these industries or their employees,we suggest that a 
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broad national interest is served by a liberal policy 
toward Sterling Area imports, that the disadvantages 
that would accrue to Canada from any inhibition of 
Britain's dollar earning capacity at this time would 
be as great or greater than any advantages that might 
accrue to domestic interests. 

Finally, we mention that governments at 
all levels in Canada are huge buyers of goods and 
services; therefore, it is important that their pur- 
chasing policies embody the same active interest in 
chanelling import procurement toward the Sterling Area 
as we have recommended for private buyers. 

The foregoing has covered in very con- 
densed form the issues which we have set forth in 
our brief which also contains some statistical tables 
of Canada's external trade, based on Dominion Bureau 
of Statistics reports, to illustrate some of the matters 
mentioned therein. 

There is a vast reservoir of goodwill 
in Canada toward the United Kingdom and a general 
acceptance of the desirability of greater U.K.-Canadian 
trade. But something more than passive goodwill and 
agreement in principle is required to meet the challenge 
presented by the problems of U.K.-Canadian trade at this 
time. 

We expect that this Commission's report 
will become an important source of guidance not only 
to governments but to Canadians in general in the 
conduct of their affairs. We believe ‘that a statement 


by the Commission of the important part that can be 
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played by individual Canadians in the solution of 
these trade problems would be a strong constructive 
influence. 
MR. GRAUER: I think the central 
thesis is strong enough. It is by voluntary govern- 
ment selection that some 10 percent of the demand 
that is now going to the American market will be 
transferred to the British? 
MR. DUNCAN: Right. 
MR. GRAUER: There are a few smaller 
points I want to ask you about. On page 12 you say: 
"Other things being equal, these lightly 
industrialized countries would appear to 
offer much better opportunities.to develop 
export markets for secondary manufacturers 
than the heavily industrialized United 
States." 
I take it for a fact that the trend is for the so-called 
under-developed countries to try to get industrialized 
in a hurry. Im fact there seems to be a world wide 
trend for the agricultural countries to subsidize 
industry and the industrialized countries to subsidize 
agriculture. Would not that trend rather catch up 
with us insofar as the lightly industrial countries 
have small markets anyway whereas we are i: stuck with 
our geographical location with the United States next 
door which does happen to have just the largest 
consumer's market in the world. The other day you did 
show us how one company managed to develop very 


extensively in the United States. There is not very 
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much more hope for Canadian industry in developing 
their imagination and resource possibilities of the 
Canadian market than in these lightly industrialized 
countries. That is merely an opinion but I don't 
know if you had anything in particular that you based 
that on. 

MR. DUNCAN: You know, I am conscious 
of, and told you the other day, of the tremendous 
drive in many, many countries to industrialize them- 
selves. Those drives are not always successful. 
Furthermore, they don't usually embark upon embodying 
the whole line of whatever they happen to be doing. 

We find quite frequently that the countries, not that 

hey share buy something because of lack of dollars, 

; but because of other more normal reasons, we find 

_ frequently the country will industrialize itself and 

| build certain lines of, say, our line of implements 

| and when the bigger stuff comes out they are not in a 
position to do that. 

We have come through phases. where we 
lost our market in France after the post-war period 
where we built horse-drawn equipment. Then we came 
into the post-war period when the markets had switched 
around to automotive type of equipment. The French 
industry was not equipped to do it and we shipped in 
large quantities from Canada to France to take up _ 
this slack. At the present time they are turning 
that over to us but there will be some new development. 
I think it is important to be in those foreign markets 


and I would be the last one to say they should develop 
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at the expense of this country. I would like to see 
it develop to all there is in the lesser countries 
and the home market and the United Kingdom at the 
same time. ‘Be 

MR. GRAUER: Yes, that is what your 
company does think of, all there is? 

MR. DUNCAN: Yes. 

MR. GRAUER: On page c4 you refer to 
the use of surveys which disclose a wide range of 
goods in the U.K. to satisfy the needs of industry 

in Canada. Do you find that there is a field where 
British industry -- I will grant you goodwill you 
mention in this country. towards United Kingdom -- 

but there are some indications from there that they 
are not focussing their sales methods sufficiently 

on the direct requirements of this country. Is that 
something that is being attended to? 

‘MR, DUNCANs It is something that is 
being worked very actively on and that is what we are 
referring to here, People often come to me after 
speeches and things and say: ‘Well, if Britain 
requires to send them over here, let her come in and 
sell. What are you worrying about?". Well, if we 
had no interest in her selling to-us that would be a 
very reasonable argument, but I maintain we have a 
fundamental interest in her selling to us because it 
is the only way we can sell to her. I think in doing 
sO we must give assistance, We have sent over various 
delegations in the pulp and paper industry, mining 


: industry and so on. They have gone over to England and 
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made a survey of the things they require and can use 
and they have encouraged and excited the people over 
there to build things they need and come over here and 
do it. We have done the same thing. We have gone over 
there, had big meetings and tried to stimulate selling 
in this country. In many cases it does not need that 
stimulation. In many cases the British manufacturer 
is keenly alive to the necessity for exporting but 
this is not an easy market, and many times when the 
British come into it for the first few years they 
don't do very well. As you know the British economy 
is on a very full basis at the present time and there 
is a great demand. for everything she is doing in other 
markets so it is not an easy job and it is one certainly 
in which I think we have got to work together with 
Britain. 

MR. GRAUER;: How could we have enough 
purchasing over here? Do you have any suggestions? 

MR, DUNCAN: We think you are going to 
do it with your Commission. 

MR. GRAUER?: We are very flattered. 

MR. DUNCAN: Through our committees 
and the people working with us we have held numerous 
meetings, we have made a large number of speeches in 
Which we have explained the reason why we should buy 
more from there. . We have sent people out to see the 
big buying people such .as Hydro electric and so on. 
It was not difficult. We approached the Canadian 
National Railways and the Canadian Pacific. We write 


letters -- I do myself -- every six months to general 
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stores and to industries and what not pointing out 

the problem and asking them to go through their 

costs and see if they can't switch from United States 
to United Kingdom. That is about ail one can do unless 
one were willing to spend a lot of money on advertising. 
Our company gets nothing for it at all. It is just 
something that is done automatically. If we had money 
or the government wanted to give us money we could put 
on a big campaign and do this thing more properly but 
outside of what amounts to advertising and public 
relations service, I see no better way of doing it than 
we are doing it now. 

MR. GUSHUEs Wouldn't advertising naturally 
be a matter sore for the seller than the buyer? 

MR. DUNCAN: I would say that if we could 
go in for such a campaign we would find the British people 
would be perfectly willing to put in at least half the 
expense and maybe more but we would have to raise the 
rest in this country. It is solely a matter of to what 
degree to go. We have got this fundamental interest 
of building up our exports so as to safeguard our imports. 
If we had this session in Saskatoon at the present time 
you would not have any trouble convincing the people that 
we should buy more British goods because they are 
wondering where their wheat is going. 

MR. GUSHUE: You have not gone so far as 
to suggest this be stimulated by government action? 

MR. DUNCAN: I have not suggested it because 
I am not a governmental enthusiastic man but all I am 


saying is that as a council, we have no money at all and 
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we are doing it as a personal thing. The British 
Government supports our opposite number with a very 
substantial amount of money because they recognize 

| that these things can better be done if there is 

, money to be spent. I have not approached the 

: government. The government in the early stages did 

| make a contribution of $15,000 and yet when we got 

. started they gave us peanuts to work with. At the 

present time there is no money in it at all. I have 

not approached the government. It would certainly be 

a quick cut to arrive at the objective we have in mind. 

| MR. GUSHUE: I was not thinking so much 

| of the government putting money into it and creating 
public demand but rather as to other types of govern- 
ment action. Isn't there a possibility when you are 

finding it a losing battle just by trying to stimulate 
public interest from time to time, to remedy the 
situation? I am thinking now along the terms of British 

f preference and so on. It does exist but it has been cut 

' into very largely after Geneva, etcetera, and even before 

but isn't there a possibility that you are fighting a 

’ losing battle by not having a government interest? 

. MR. DUNCAN: No, I think the people in 

| Canada would respond to these things if they knew what 
it was all about. I have very remarkable letters on my 
files from a lot of people who have switched from 
American to British buying when they knew what it was 
all about. I find. that the Canadian people always — 
respond if they know what the score is. No, I am not 


discouraged. I don't think there is anything in the 
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results which should cause discouragement. When we 
undertook this campaign in 1949 we increased imports 
in the first year. But we are sufficiently optimistic 
to believe, Mr. Chairman, that between what is being 
done in Britain and what we are doing now when things 
stabilize a little bit when Britain can increase her 
industry or has not got the overflow pattern she has 
now, there will be a market built up in exports. 

| MR, GUSHUE: This may be a broad field 
but do you feel that one of the solutions which Britain 
ought to look at is the question of great emigration 
from England? 

MR. DUNCAN: Well, you know, that is a 
subject which is often brought up and advocated by 
many prominent men in Britain. I have never been 
able to see it. ‘Britain today needs every able-bodied 
man she has got available. We don't want to import 
the grandmothers, mothers-in-law, the maiden aunts; 
we want able-bodied men too. I don't see how that is 
a solution. It is easy to say that England would be 
better off without 20 million people. . 

MR. GUSHUE: I was rather thinking about 
the point one comes across so often. The fact that 
the trend has been moving for many years because the 
position in which Britain found herself a century ago, 
England being highly industrialized with little natural 
resources and therefore had te depend on buying raw 
materials from other countries. In other countries 
the trend has been steadily away from that in building 


up their manufacturing industries. Isn't it possible 
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the United Kingdom is fighting a losing battle there? 

MR. DUNCAN: In relation to half a century 
ago that certainly is the case. Of, course, further to 

my mind there is going to be a tremendous increase in 

the living standards of the world and therefore a 

greater outlet but particularly I think in the scientific 
development in which Britain seems to be particularly 
good and she might at any time press forth with a strong 
position in the atomic age or whatever it might be. 

On the other basis that you mentioned there 
is no doubt that Britain is still continuing, as I under- 
stand it, to be favourable to her people leaving the 
country and establishing themselves in the British 
Commonwealth. It is not being very successful now 
because everyone can get a job at home but the government 
is not entering into that process and I am told on the 
average when a man goes and ships himself to Australia 
there are some members of the non-productive group in 

the picture, who finish up going there with him, perhaps 
his wife and wife's mother. 

MR. STEWART: Might I Just follow one line 
of thought for a minute, Mr. Duncan? You have emphasized 
the national interest in this matter because we have 
established in the United Kingdom historically a market 
for wheat -- other things as well, but let aa concentrate 
on wheat, and yourposition is unless Britain is in a 
position to export more, in fact -~ and it is a fact -- 
Britain will turn to other sources of wheat at whatever 
cost? 


MR. DUNCAN: May have to. 
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MR. STEWART: Now, in much of the evidence 
which we have had in the last few days it is perfectly 
clear that there is a good deal of opposition in what 
is said to be, I think, seriously said to be in the 
national interest that we should not increase our 
imports. Supposing that that view prevails and we 
don't increase our imports and Britain then does turn 
to other sources of supply of wheat, the problem then 
turns upon the wheat producing areas. One possibility, 
I suppose, would be that we might find other markets. 

I asked you about this the other day when you were 

here and I gathered that you did not wish -- that you 
had no views on the possibility of us getting into 
other markets butI would suppose if we were thinking 

of the Oriental markets, we would have exactly the 

same kind of problem basically. Therefore, if we are 
not prepared to increase imports they are out as well 
as far as export increases are concerned so we have 

a situation where we are going to have declining 
exports of wheat. Wheat is not a thing we can increase 
our domestic consumption of very greatly, even with 
increasing population at the rate at which we are now 
producing and having in mind the normal standard of 

per capita consumption. The only possibility if we 
can't export is that in the wheat growing areas we 

may be able to shift over to livestock production and 
we had someone here this morning who suggested that 
Would happen. But that is long range and as population 
increases there would be a good deal of shifting of 


wheat in the Prairie region to livestock, I would imagine, 
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but that would take place only over a period of years. 
But in view of this assumption that is made we are 
going to have a wheat problem with us for a very long 
time. Would that be correct as well? 

MR. DUNCAN: That is based upon the 
assumption that we cannot improve our position which 
I am not prepared to accept. I think if we all work 
on it we can. Furthermore, it is assuming that on the 
assumption of not improving our relations with the 


United Kingdom and ourselves. JI don't think that will 
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be. She can build up her own dollar position of her 


— 


own with the United States. 

As to the west I was hesitant in replying 
at the previous time and I am still hesitant because 
I am not too well versed on that subject. I have seen 


many attempts in the west, and you have, in the depressed _ 
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times of diversifying the production in the west and to 


a 


a reasonable extent it was successfull -- more hogs and 
more beef and so on -- but there was definitely no 
selling of hogs and cattle might go the same way. 


Fundamentally it is an agricultural area: I don't know 


| 
é 


what it could be turned into in the event we needed to. 
It is more or less in the same category with things 
consumed in regard to Western Europe and I think it is 
a long range problem and one which I think we can do 
something about. ' 

THE CHAIRMAN: Thank you very much, 
Mr. Duncan. We hope we didn't treat you so roughly that 
you won't come back and see us again. If you will, you 


will be more than weicome. 


fated 


ee ee ) 
"ea Ge ad et aa 
od? iti nreaatlal apts 
dotdw mottleog 10 svougmt eumao ow Jaa 
yrow {fs ow Th sintdd I .dqoo ersGeTT FO 
ol? igtw snottslet ‘we! gatvers 0 a0: 
LLtw sads wnkels fob I .eevlsetme bas. 
aed to aotvteog talfeb mmo xed qe Bitud s 
, estat betta en? & ws 
antelger at dnsttesd eaw I seew edt of ak) 5) = ell 
sevsced tnetiesd [five ms I bas te 
meses Svei I .tostdge sad? mo bestev {Lew oot: 
, beaaerqeb ond at .sved voy bas: , teew odd mt: avqmeazn 
ot bas taew end nt nottowbong ent aehimmsietnitiice. 

bus egond stom -~ Livtesscove esaw si instxe eld 

om YUotiniish saw etedt tsd -- no oe bas 
. Yaw ease ent og tdgia slé¢¢ro bas egeon to 

word +! nob I .sete Leusdfwotigs as et g2 wis 
.ot bebeer ow tneve edt mt o¢nt bend ed bivoo Peary 
epatds déiw yrogedso emes edt al evel to oxom at ¢ 
et ¢t Untdd I bos eqowwd ovetesW of Disget at be °. 
ob nsd ew wntds I dotdw eno bas meldoxq optat) gual | 
d .twods gatdd 

 Houm prev wey. ansdT sais aHT 

gsc? yisignot o8 yoy Jaert 2'abib ew sqod sW .asoand . ce 


> 


— 


voy \{itw wey tl - .nxlege ex sea bane aosd saoo ¢' sow 


_smociew nar? stom ad £ 


- 5963 - Mr. Chadsey 


Well, if. you will come to order, please, 
gentlemen, the next submission which we will mark 
Exhibit 172, is from. the Security Analysts 'Association 
of Toronto. I see you are sitting in the middle, 

Mr. Chadsey. 

MR. CHADSEY : Mr. Chairman, the Security 
Analysts! Assoeiation of Toronto is honoured to have 
this opportunity of presenting to you our views on 
some factors which may affect Canada's economic future. 

The brief containing these views has been 
prepared bya Committee of the Association under the 
chairmanship of Mr. H. C. Andreae and including 
Messrs. L. E. Barlow, E. S. Miles and J. M. Stewart. 
This brief represents the joint thinking of some of 
the senior analytical members of the investment 
fraternity in Toronto. 

We have attempted to give support to 
certain of the points in our brief by citing as examples 
the names of specific companies operating in Canada. 

We trust it will be appreciated, however, that such 

organizations are taken as examples only. We do not 
imply that they should be especially singled out for 
comment. cise ' 

Besides Mr. Andreae and myself there is 
in attendance today Mr. George C. Armstrong, Vice- 
President of the Association, who, with Mr. Andreae, 
will answer any questions you may wish to put. As 
President of the Security Analysts! Association of 
Toronto it is a pleasure for me to introduce to you 


Mr. H. C. Andreae, Chairman of. our Corporate Reporting 
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Committee and Secretary of Dominion & Anglo Investment 
Corporation Limited, who will now make the formal 
presentation of our brief. Ad 

MR, ANDREAE: Mr. Chairman, for the sake 
of brevity I will delete a number of paragraphs as I 
go through the brief. ) 

The Security Analysts' Association of 
Toronto appreciates the opportunity to present its 
views to the Royal Commission on Canada's Economic 
Prospects. The Association was founded in 1934. Its 
purpose is to foster high professional and ethical 
standards of investment research in Canada. Membership 
is comprised of about 145 persons representing many 
different sectors of the financial community in Toronto. 
A more complete description of the Society and its 
activities is to be found in Appendix A of this brief. 

The function of a representative member of 
the Association is that of continually assimilating and 
appraising financial information which flows into the 
financial community. Relying upon such information he 
is required to evaluate the relative merits of individual 
securities. He must be capable also of assessing the 
importance of political and economic events in terms 
of their probable effect upon security prices. The 
following paragraph refers in detail to the membership. 

One of the first principles of portfolio 


investment is that of diversification. In making port- 


— eo 


folio recommendations, the analyst has a field of choice 
which ranges from Government bonds to speculative shares. 


Each portfolio must be tailored to the individual needs 
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of the investor, which. vary greatly from those 
requiring the utmost in safety to those desiring 
primarily venture type investments. To discharge his 
duties to best advantage, the analyst therefore prefers 
to have as wide.a range of chice in securities as 
possible to enable him to diversify investment port- 
folios adequately as to industry and as to classes 

of securities. 

Compared to his American counterpart, 
the Canadian security analyst is limited. in his scope 
for portfolio diversification. The American security 
analyst, for example, has a much wider range of 
industries and securities to draw upon in making his 


recommendations. In Canada, a large number of important 


a ie 7 eee ee Se 


companies are owned by private interests or by American 
or British parent companies and, as a result, direct 
investment in these companies is not open to Canadian 
investors. The Canadian analyst is at a further dis- 
advantage in that the flow of corporate information 
concerning Canadian public companies is not as adequate 
as it might be. As an intermediary between public 
companies and the investing public, the analyst. too 
frequently must rely upon relatively outdated and in- 
adequate information. 

The following paragraph. merely refers to 
the letters of reference of the Commission. 
FOREIGN OWNERSHIP 

The Security Analysts! Association of 
Toronto wishes to go on record as favouring the parti- 


cipation of friendly foreign.capital in the development 
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of Canada. While not opposed in principle to foreign 
investment in Canada, the Association however does wish 
to make several major qualifications relating to such 
foreign investment. 

The policy of the Government of Canada 
has over the years been to encourage foreign investment. 
Regulations have been designed to. aid and protect foreign 
capital and to allow free repatriation of principal, 
interest and dividends. Canada can point with pride 
to the treatment which it has accorded foreign capital. 

Canada's open-door investment policy, 
however, has tended to produce in some fields of 
industry a noticeable reduction in the companies whose 
securities are available to Canadians. About 25 years 
ago the Ottawa agreements for Empire Preference led to 
the establishment of numerous branch plants in Canada 
on the part of American companies. This development 
was welcome at that time because it provided employment 
for Canadians at a time when economic conditions were 
depressed. 

During the past 25 years Canada has grown 
immensely in statute and in its ability to provide its 
own investment and employment sepesieettie.s This marks 
a sharp contrast with conditions in the 1930's. In the 
meantime, however, a number of ventures in Canadian 
industry have been profitably developed under complete 
foreign ownership. It is suggested that in the future, 
provision should be made for Canadian participation in 
such ventures. In .addition, many Canadian companies, 


large and small, have been bought either in part or in 
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whole by foreign interests during the past 25 years. 

The Association wishes to draw to. the attention of the 
Commission the cumulative effect of the penetration of 
such foreign capital upon the Canadian securities market. 

In citing the following specific examples, 
the Association wishes to avoid the implication that 
the companies mentioned are especially singled out. for 
comment. There are a great many enterprises in Canada 
subject to foreign control, far too many in fact to be 
mentioned in this submission. The examples chosen are 
therefore merely those which seem to illustrate our 
contentions. 

The types of foreign ownership in Canada 
may for convenience be divided into four categories; 

1. Companies which were founded as 
branches of Foreign corporations and in which there 
is no Canadian interest. 

2. Companies in which Canadian held 
minority interest has been bought out by foreign 
parent companies. 

5. Companies which were at one time 
Wholly Canadian owned but which have been bought out 
by foreign interests. 

4, Companies in which the equity is 
owned by foreign interests and for which substantial 
senior financing has, been done in Canada. 

COMPANIES WHICH WERE FOUNDED AS BRANCHES OF FOREIGN 
CORPORATIONS AND IN WHICH THERE IS NO CANADIAN INTEREST. 
In the automotive field there are two 


very important producers, General Motors of Canada, Ltd., 
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and Chrysler Corporation of Canada, Ltd. These 
companies have operated in this country. for a period 

of more than 30 years but Canadians have not been given 
the opportunity to invest in them although these 
companies have flourised and have enjoyed the benefit 
of tariff protection. | 

In the newer field of radio industry in 
Canada there is only one company in which Canadians 
are able to make a common stock investment, namely 
Canadian Marconi. This Company accounts for only a 
small segment of the domestic radio industry. Many 
other names in the radio manufacturing industry are 
well known to Canadian consumers, including R.C.A. 
Victor, General Electric, Westinghouse (refer Appendix 
B), Admiral, Sparton, Sylvania, Philips Radio and 
Motorola. In none of these companies, however, are 
Canadian investors able to participate directly as 
the equity interest is held by the American or European 
parent. 

In ‘the rubber industry the same situation 
exists. Canadians are able to invest in the common 
shares of the Goodyear Tire & Rubber Co. of Canada 
Limited, but not in those of other suppliers, such 
as Seiberling, Dunlop, Goodrich and General Tire. 

In.the consumer field, particularly in 
soft goods, foreign ownership is also prevalent. 

While the names of Lever Bros., Procter & Gamble. and 
Colgate-Palmolive-Peet are well known to Canadian 
consumers, they have no significant interest to Canadian 


investors who cannot participate directly in the Canadian 
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operations of these companies. 

In the food industry such names as 
General Millis, Campbell Soups, Swifts, Kelloggs, 
National Biscuit and Heinz are well known. In none 
of these companies, however, can Canadians particpate 
in the equity of their Canadian branch operations. 

In each of the above mentioned cases it 
is possible for Canadian investors to buy the shares 
of the foreign parent company. This has obvious dis- 
advantages for Canadian investors. The Canadian company 
forms only a small portion of the parent companys 
over-all operations with the result that (Apestabat 
in the parent company's shares only gives a small and 
indirect interest in Canadian operations. Moreover and 
of greater importance to Canadian shareholders is the 
fact that dividends on foreign investments are subject 
to foreign withholding taxes which may range from 15 
Hess ene in the case of Treaty countries to 30 percent 
in the case of non-treaty countries, moreover the 
Canadian investors in foreign corporations must also 
forego the benefit of the 20 percent Canadian tax credit 
provision. 
COMPANIES IN WHICH CANADIAN HELD MINORITY INTEREST HAS 
BEEN BOUGHT OUT BY FOREIGN PARENT COMPANIES | 

The past four years have Pitneeakh the 
removal of securities of several important electronics 
companies from the Canadian security markets, In 1952 
the Aqmiral Corporation, a United States company, made 
an offer to purchase all the shares of its subsidiary, 


Canadian Admiral Corp., Ltd., and now some 97 percent 
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of these shares are owned by the parent company. The 
Admiral Corporation isa flourishing electronics and 
radio concern. Its Canadian business is prosperous, 
and those Canadian investors who surrendered their 
shares have lost the opportunity of participating in 
its further growth. 

Im 1954 the General Electric Company of 
the United States made a similar offer to the share- 
holders ef its Canadian subsidiary, Canadian General 
Electric Company, Limited, which has resulted in a 
further diminishing of the opportunity available to 
Canadians to invest in the electronics industry in 
Canada. In 1955 the Westinghouse Electric Corporation 
of the United States made a similar type of offer to 
the minority shareholders of the Canadian Westinghouse 
Company Limited. | 

In the view of the Association, these 
developments are the opposite of what should be 
happening. Their effect is to reduce former joint 
American-Canadian undertakings to the status of branch 
plants. The result is that the Canadian investment 
public has no alternative but to invest in the American 
parent companies if it wishes to participate in the 
electronics industry in Canada. 

COMPANIES WHICH WERE AT ONE TIME LARGELY CANADIAN OWNED 
BUI WHICH HAVE BEEN BOUGHT OUT BY FOREIGN INTERESTS . 

Our Association wishes to point out that 
a number of companies which were at. one time wholly 
Canadian owned have been purchased by foreign interests 


either through a cash offer or by exchange of shares. 
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As a result, control has passed to foreign owners, 
Canadian Western Lumber Co. Ltd., was one such company 

in which an exchange offer by a ninexeeccastud American 
corporation resulted in a sharp reduction in the number 
of shares held by the Canadian public. In October 1950, 
A.C.Wickham (Canada) Ltd., a British controlled company, 
purchased eontrol of Modern Tool Works Limited. In 1952, 
International Milling Company of the United States, pur- 
chased all the shares of St. Lawrence Flour Mills Company 
Limited. In September 1953, Koehring Company of Milwaukee 
purchased 99 percent of the outstanding Es ee 
Limited. During the past twenty-four months, two 
independent western oil companies, namely Calvan Con- 
solidated Oil & Gas Company, Limited and Western Lease- 
holds Limited largely have lost their significance as 
investment media for ccssd tcnsanen ie acquisition of 
control by Canadian Petrofina Limited, a subsidiary of 

a Belgium corporation which owns 100 percent of the 
common stock. In 1955 Canada Machinery Corporation 
Limited was purchased by German interests, thus removing 
the securities of yet another Canadian company from the 
market . | 

COMPANIES IN WHICH THE EQUITY IS OWNED BY FOREIGN 
INTERESTS AND FOR WHICH SENIOR FINANCING HAS BEEN DONE 

IN CANADA A, Sole | 

Companies which are examples of those which 
have directly or indirectly borrowed money through the 
sale of senior securities in ‘che seamawien capital market 
but whose common shares are not available to Canadian 


investors are Avco of Canada Limited, Canadian Liquidaire 
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Properties Limited, Odeon Limited, Sheraton Limited, 
Dunlop Tire & Rubber Goods Company Limited, Hudson's 
Bay Oil & Gas Company Limited and Canada Safeway Limited. 
In each of these companies foreign interests retained 
the equity and benefited from the use of borrowed 
Canadian capital which in time will be paid off out of 
profits earned in Canada. Such Canadian capital has, 
of course, no vote in the affairs of these companies. 

Although the Association is in favour of 
seeing Canadian companies do their senior financing in 
Canada, it wishes to emphasize that the above develop- 
ment is not a healthy one for Canadians. In the case 
of foreign controlled companies, it would in fact prefer 
to see the equity sold to Canadians and the preferred 
classes of shares and funded obligations sold to foreign 
interests. Alternatively a more equitable proposition 
would be for foreign parents to share with Canadian 
investors in both the equity and debt financing of 
their Canadian companies, 

In submitting ‘these views, the Association 
Wishes to state that it has no quarrel with Canadian- 
American partnership as evidenced by companies such as 
Imperial O11 Limited, Dupont of Canada Securities | 
Limited, Canadian Industries Limited, McColl-Frontenac 
Oil Company Limited, Canadian Chemical and Cellulose, 
International Nickel, Goodyear Tire & Rubber Co. of 
Canada Limited, Ford Motor Company of Canada, Limited 
and Simpsons-Sears Limited. In such companies Canadian 
shareholders benefit from American partnership by reason 


of the contribution through research, technology and 
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availability of financial resources, Moreover, the 
Canadian shareholder receives the benefit of the. 
Canadian 20 percent tax dividend credit and frequently 
has the advantage of a broader market for his. shares. 
However, -the Association submits that the trend away 
from such partnership has been detrimental to Canadian 
investors in that it has. limited their opportunities 
to participate more fully in their country's growing 
industrial development. 

Shere (anacwidelysheldeview: thatcCanada's 
pest war é€xpansion has been financed largely by foreign 
investors. “In actual fact, Canadian capital has 
provided approximately 85 percent of the capital needs 
of the country in.the years 1946 to 1954. During these 
years capital expenditures amounted to about $36 billion. 
Of this amount foreign capital supplied some $6 billion; 
in the interim, Canadian investments aberad inereased 
about $1.5 billion, In investing a total of some $30 
billion, Canadians supplied most of the needs for social 
capital in the country. Although foreign interests 
supplied about 15 percent of our capital needs in the 
post war period, their contribution was heavily concen- 
trated in the industrial segment of the economy. 

- Canada's achievement in Se a a 
large proportion of her: capital requirements nullifies 
any conception that the role of foreign capital in the 
financing of Canadian. industrial development was 
necessitated by any lack of domestic capital. 

| The Association wishes to reiterate its 


position that it favours the participation of foreign 
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capital in the development of Canada. Consequently 

the above mentioned views are not to be construed as 

in any way meaning that it favours imposing obstacles 

to impede the entry of foreign capital into our country. 
The above examples enumerate a number of instances which 
in themselves are small enough when viewed against the 
background of Canada's commercial and industrial growth. 
In the aggregate, however, they build up a picture which 
suggests a narrowing rather than a widening of the 
partnership between Canadian and foreign capital. 

I will leave the following paragraph because 
it deals with a matter which was taken up yesterday before 
the Commission in the withholding tax structure. 

Another development which has had the 
result of diminishing the supply of Canadian investment 
stocks is the formation in Canada by U.S. citizens of 
a number of non-resident owned investment companies for 
the purpose of investing primarily in Canadian securities. 
The large volume of this type of investment financing, 
which commenced ‘in mid-1954, absorbed some $120 million 
of Canadian securities in a period of 12 months. These 
so-called capital accumulation funds are permitted to 
accumulate income and to capitalize it for U.S. tax 
purposes as permitted by the laws of that country. 

This offers American investors a tax sheltered investment 
in Canadian industries and places Canadian investors at 

a relative disadvantage to American investors in the 
purchase of Canadian stocks, The effect is to provide 
the American investor with a 100 percent dividend tax 


eredit as far as the Canadian tax laws are concerned, 
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against a 20 percent tax credit generally enjoyed by 
Canadians. 


I have to leave out the following paragraph 


| a ee ae 


because it also deals with the tax situation which was 
fully explained yesterday. 

| It has been stated above that foreign 
capital has played and should continue to play a large 
and helpful role in Canada's great development. In 
this connection it is the Association's contention that 
a larger proportion of our social capital requirements 
as distinct from industrial capital needs could come 
from foreign sources than has hitherto been the case. 
: The investment of foreign capital in the bonds and 
debentures of our provinces and municipalities aids 
in the building of our highways, schools and hospitals. 
An extension of this kind of investment might free 
Canadian capital for equity investment in the development 
of our natural resources and industries. The Agsociation 
feels that such. a course in the long run would be in the 
best interest of the Canadian economy. The interest 
payments required on funded debt are definite as to 
amount, and over the long term would not likelybecome 


as heavy a drain upon our foreign exchange resources as 


é 
@ 
Ps 


would a growing amount of dividend payments. 

The Association sneceuss recommends to the 
Commission that a full review of the Canadian withholding 
tax structure be undertaken for the purpose of ascertaining 
its effect upon the volume of investment opportunities 
available in our capital markets, in the hope that such 


a review will lead to an increase in the number and type 
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of Canadian business enterprises making their ownership 
securities available to Canadian investors. 

Company Information 

The second subject which the Association 
wishes to draw to the attention of the Commission concerns 
the quantitative and qualitative level of corporate 
information provided by Canadian companies in general. 

The Association feeis that it is inconsistent to ee 
courage wider ownership of Canadian securities without 
also encouraging more informative company reporting. 
Appendix B of this brief provides a summary 
of the results of a survey carried out by the Association 
of the reporting habits of 175 representative Companies 
listed on the Toronto Stock Exchange. It tabulates the 
proportion of companies which give sales data in some 
detail and report to their shareholders on a semi-annual 
and/or quarterly basis, As may be seen, in 1954 only 

22 percent of the companies surveyed issued quarterly 
reports. This is in sharp contrast with American practice. 
It should be noted that subject to special exceptions 
all companies listed on the New York Stock Exchange must 
make such reports. In 1954 only 48 percent of the 
Canadian companies surveyed by the Association provided 
sales figures in their reports, whereas this is almost 

a universal practice for American corporations. 

In recent years many Canadian companies 
have materially improved the context of their annual 
Teports, and in the view of the Association are to be 
commended for so doing. It would be to the advantage 


of shareholders and prospective shareholders of all 
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companies if such improvement were to become more 
universal, as has been the case in reports of most 
American companies, © 

In order that investors may be adequately 
informed about the affairs of the public companies in 
which their money is invested certain necessary infor- 
mation should be reported.. It is our opinion that a 
Company's financial report should include the 
following information: 


Balance Sheet 


= 


Complete consolidation with subsidiaries. 

2. Full description of basis of inventory 
valuations, 

3. The basis of depreciation. 

4, Commitments under lease arrangements. 
Earnings Statements 

1. Consolidation cf Earnings of subsidiary 
companies. 

2. Sales and cost of sales data. 

3. Sales and profit contribution of 
Givision of operations separately stated. 

4. Contribution of subsidiaries to 
earnings of holding companies individually stated. 

5, Method of computing tax reserves. 

It has been the custom in the United States 
to provide shareholders with certain quantitative data 
with respect to the physical operation of a company. 

It is for instance quite common to indicate in the case 
of an oil company the number of barrels refined, and 


the number of barrels produced, In addition many other 
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similar statements are offered which are very helpful 
to shareholders. 

The frequency of reporting is, of course, 
of fundamental importance. Quarterly reports should be 
provided where possible. It is encouraging to note 
that a growing number of Canadian companies do provide 
substantially the type of information indicated above 
and follow the desirable practice of issuing quarterly 


reports. Despite this favourable trend, however, the 


Association notes that there are many companies in Canada 


Which reveal little more than is required by statute. 

THE CHAIRMAN: May I interrupt there a 
moment? Would the new Ontario Company's Act produce 
most of the things that you think is necessary? 

MR, ANDREAE: I think the new Ontario 
Company's Act would be an improvement over the old one. 

THE CHAIRMAN: That was not my question. 
I am sure it is an improvement over the old one. But 
perhaps you are not sufficiently familiar with LEe 

MR. ANDREAE: I am not, but perhaps 
Mr. Armstrong is. 

MR. ARMSTRONG: No, I would say the 
proof of the pudding is in the eating. We will just 
see what comes of it. 

THE CHAIRMAN: Well, you can read it -- 
at least when it is produced. 

MR, ARMSTRONG: Well, we will see it as 
it is produced. 

THE CHAIRMAN: Well, the Act is not in 


force yet. 
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MR. ARMSTRONG: No. We will see how 
it works out. 

MR. ANDREAE: Brevity in this matter can 
never be a virtue. 

There are a: few stereotyped answers usually 
given in reply to requests for more adequate information. 
For instance, it is frequently said that the seasonal 
nature of the business precludes quarterly reporting. 
Of Canada's siz major brewing companies, only one. pro- 
vides quarterly reports, although presumably all are 
equally subject to seasonal influences. Again it is 
sometimes stated. that the industry in which a company 
is engaged is too cyclical to allow quarterly reports. 
One Canadian steel company provides its shareholders 
Wich such reports, but 32 American steel companies do. 

The same objections are also encountered 
in the matter of providing sales figures or figures 
relative to the volume of business being handled. In 
some cases it is said that this type of information 
might be helpful to competitors. However, it is fre- 
quently the case that competitors are in a far better 
position to assess a company's position than are its 
Shareholders. Sometimes objections to more complete 
disclosure are based on management's fear of parting 
with information that may in some way assist labour 
in its claims for higher wages and better working con- 
ditions. Here again the Association believes that the 
representative labour negotiator knows the details of 
a company's operations far more intimately than the 


average shareholder. 
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THE CHAIRMAN: Some of the labour 
representatives who have appeared before us said that 
they were not able to know. They didn't disagree with 
your view that some things shouldbe made available. 

MR. ANDREAE: A cynical suggéstion which 
is sometimes offered sea Htdostey shareholders complain 
of lack of tne opmatfon is that those who -have little 


faith in the management are always free to seil their 


i i 


shares. We do not believe that this is an adequate 
solution to sound company-shareholder relationships. 
Since U.S. experience seems to contradict most of the 
objections to greater disclosure of corporate information 
| we cannot give them too much credence. 
) In the United States a critical investment 

public was largely responsible for demanding a higher 
] level of corporate reporting than that which prevailed 
. in the 1920's. prior to the development of present sound 
| financial ‘and stockholder relations as practised by most 
American companies. 

If I:may, I will now skip down to the’ 

third paragraph. 


We believe that enlightened and spontaneous 


eel Ss Ee le 


management policy has also had a marked effect on 
financial reporting in that country. The Association, 
Enerer ore’ wishes to go on record as favouring the 
highest level of voluntary practice on the part. of 
Canadian companies in reporting to their shareholders. 

| In stating these opinions the Association 
wishes to record with the Commission its view that a 


more informed public body of investors will in the long 
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run bring about a more stable market for securities. 
Where uncertainty is greatest, there is the greatest 
opportunity for wide fluctuations in: the prices of 
securities. Such wide fluctuations are disconcerting 

to the small investor who feels himself at a disadvantage 
to larger and better informed investors. The Association 
believes that the confidence of the small investor is 
important to Canada's capital market. and that the 
dissemination of fuller corporate information will 

foster such confidence. 

If I may skip down to the last paragraph 
on this page. 

As distinct from speculative risk money 
there are considerable funds in Canada seeking investment 
outlets. We believe that such funds will grow over the 
years so that every opportunity to extend outlets for 
investment capital in Canada should be welcomed. We 
believe that the presently existing 20 percent tax 
credit upon dividends from Canadian coprporations has 
avery beneficial effect: through encouraging investment 
in Canadian dividend paying equity securities, further 
progress toward elimination of double taxation would be 
highly beneficial to national welfare. Despite the 
fact that this dividend credit has existed for three 
years, Canadian security investments in foreign markets 
are still growing. This’‘indicates an availability of 
Canadian capital for which a suitable outlet cannot be 
found at home. 

In closing the Association wishes to state 


that in its view, the flow of investment funds is quite 
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definitely influenced by the two aspects which we have 
discussed. We believe that the Canadian investor is 
willing and able to provide more capital for Canada's 
growth. Such willingness should be deserving of full 
corporate disclosure and frank financial reporting. 
Finally the Association believes that certain adjustments 
in the withholding tax structure would provide a climate 
more conducive to the eta of ownership of Canadian 
enterprises by domestic and foreign capital. 

Respectfully submitted, Security Analysts' 
Association of Toronto. 

MR, ARMSTRONG: Referring to your question 
wouldn't that refer only to Ontario chartered companies? 

THE CHAIRMAN: Yes. 

MR. ARMSTRONG: And they are very much in 
the minority. 

THE CHAIRMAN: Quite. 

MR. ARMSTRONG: It just occurred to me 
along the same lines, it seems to me as you know at 
the beginning of last sma the Dominion Bureau of 
Statistics commenced releasing quarterly figures as 
to industry earnings and it refers, as far as Buetan 
gather, to all companies. It seems to me if the 
companies could make such figures available to the 
Dominion Bureau of Statistics and the Dominion Bureau 
of Statistics could compile an industry breakdown as 
to various industries, about 20 or 25 industries, I 
Tete aae.« why the same information couldn't be made 
available to the shareholders. After all, they have 


it and if they could give it to the Dominion Bureau 
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of Statistics why couldn't they give it to their share- 
holders? Pardon me for interrupting. 

: MR; GRAUER: Hasctthe Association ever 
mentioned what the period of time is over which the 
public should be informed? What is the magic of 

three months. Who started it or why? 

MR, ARMSTRONG: It is a custom which has 
arisen in the United States. We are selling securities 
and issuing securities and that is one of our main 
obstacles. WELLS 

MR, GRAUER: Has any study of it been 
made as to what is the period of time for informing 
the public? 

MR. ANDREAE: I think the public should 
be informed from day to day. This is not a very good 
way of eundvosins affairs and I think the quarterly 
period is a compromise. It is the shortest time prac- 
ticable to wport on. 

MR. GRAUER: Why is it? , 

MR. ANDREAE: Let us say it is the 
shortest period that has so far been seen to date — 
and maybe it will be shorter than that. Some people 
report on an annual basis. : 

MR. GRAUER: Most companies get out a 
monthly account. hi pid 

MR. ARMSTRONG: Don't you think seasonally 
we have four seasons of the year and there are seasonal 
periods in the work in many industries and we are 
thinking if you break it down it would be a way of 
breaking it down to what it actually is? 
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MR. GRAUER?: The report would show that 
you were probably misleading the public if you didn't 
give it quarterly. : 

MR . ARMSTRONG : Not if your comparison 
is with a comparable period for the previous year and 
you indicated the seasonal things. :' 

MR. ANDREAE: Of course, Mr. Grauer, you 
also find not a few companies who are late in reporting 
their annual report -- three or four or five days late. 
Some even exceed statutory limit. 

MR. GRAUER: I was just wondering how much 
consideration had been given to this period in which the 
public should be informed. 

MR. ANDREAE: It is a compromise, sir. 

THE CHAIRMAN: Mr. Andreae, there are 
three other matters on which I think you would be prepared 
to express views. Would you like to just proceed with it? 

MR. ARMSTRONG: Well, Mr. Chairman, 

Mr. Andreae and his committe, along with Mr. Chadsey 
were mainly responsible for preparing the brief and my 
work on it has been very limited except to the extent 
of reviewing it and expressing my approval of it. There 
were a few points on which I felt I would like to expand 
slightly on the brief. 

THE CHAIRMAN: There were a couple of 
shots that I wanted to throw in the dark. Point one 
refers to the statement,your emphasizing or pointing 


; sup the scarcity of Canadian equities for investment. 

_ MR. ARMSTRONG: The firm with which I am 
4 
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associated | has been working on the preparation of a 
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Canadian stock index for about two years and this is 
quite a major job amd in connection with it we have 
been studying various industry groups and breakdowns, 
market valuations and yields and this is not submitted 
as a part of the brief, but I mention it and I have a 
copy here which I think is available for the members 
of the Commission. I would point out that the index 
is on 74 composite stocks, these being the 74 largest 
companies operating in Canada including Algoma Steel 
Company, Atlas Steel Company, British American Oil, 
then we come down to golds, such as Kerr-Addison Gold 
Mines, WatntyrenWine ts then telephones, British 
Columbia Telephone, etcetera, and we find the following 
picture in respect of ylelds. Yields of Canadian 
utilities have declined from 5.68 percent in 1951 to 
3.16 percent in 1955. 

Yields in 40 industrial stocks, the names 
of which you may have have declined from 3.60 in 1951 
to 2.98 percent at the end of 1955. 

Yields in pulp and paper stock have 
declined from 4.88 percent in 1951 to 3,42 percent in 
2955. 

Mining from 5.68 percent in 1951 to 4.27 
percent in 1955. Golds - 2.82 percent in 1951 to 3.38 
percent in 1955. And the composite of the 74 stocks 
paid as a yield of 1/100ths of 1 percent above 15-year 
Canadian government bonds. 

The securities of this group had a market 
valuation at the end of 1955 of $12,202,011,000, and 
they paid dividends last year of $405,895,000. 
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Now, what I am endeavouring t® point up 
here is the scarcity of available equity investment 
for the Canadian investor which is brought about by 
the various causes which Mr. Andreaé has pointed out. 
First, the fact that we cannot participate in many 
American companies in their Canadian subsidiaries. 
There areheavy purchases of Canadian securities by 
American investors, etcetera. 


Now, I point out in contrast that today 


the yield on a comparable index of 90 stocks of the 
Telephone and Power Industry which comprises more than 
80 percent of the bulk of thestocks listed on the New 
York Stock Exchange have shown a decline from 5.51 
percent to 4.71 percent, industry 5.98 percent to 
4.06 percent, wheat down to 2.98 percent, railroads 
6.50 percent; the industrial composite is down from 
6 percent to 4,17 percent. There is still 71/100ths 
of 1 percent higher yield than we are and yet their 
intermediate yleld on their interim bonds which would 
be comparable to our 15 year, would be 15.3 percent. 

Inasmuch as we are working with this 
standard index, I think it is representative and I 
point it up as, shall we say, the yield of Canadian 
securities for various classes and it has been dropped 
to a very iow level. Opportunity for equity investment 
must be made available to Canadian investors in my 
opinion. 

THE CHAIRMAN: I think if you just read 
the other two. 


MR. ARMSTRONG: In this respect I go. out 
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on a limb. I disassociate my views from those of the 
Security Analysts. This is an opinion. It would 
seem to me in this report we talk about the threatening 
incentive of risk capital and much is talked about but 
no one ever does anything about it. It is like Mark 
Twain says about the weather, everyone talks about it 
but nobody does anything about it. | 

A feature which is very disturbing is the 
new Canadian mine or petroleum or lumber company which 
shows promise of becoming a successful venture. Control 
is gradually acquired by foreign investors through open 
market purchases. This has occurred with many Canadian 
companies in recent years, I would cite the following 
as situations where open market purchases by American 
investors are currently substantial -- MacMillan, B.C. 
Forest Products , Cassiar Asbestos, United Asbestos, 
Bailey Selburn, Royalite, Calgary & Edmonton, Canadian 
Devonian, Gunnar, Consolidated Denison, Labrador, etc. 
Recently a Calgary broker tried an experiment to see how 
much stock was still available in six of the leading 
Alberta so-called independent oil companies. He bid 
one-quarter of a point above the market on the Calgary 
Stock Exchange for an entire day for stocks in this 
group without acquiring a single share. The inference 
is that most of the local stock had been sold. 


Having in mind the interest that new 


mining companies attach to their three year tax-free 


period, it has occurred to me that a similar tax-free 
period might encourage Canadian stockholders to risk 


their capital and then if successful to retain their 
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Shares in a new mining or oil venture -- or for that 
matter a wider range of industry if desired. I would 
specify that for a five year period: the: tax on dividends 
received from ca iteennedt ak chowidave nil or in any 
case not in excess of 15 percent -- the amount of the 
withholding tax that would be collected from non- 
residents if such shares should pass into foreign 
ownership. To be eligible I would require that the. 
shareholder must own his stock before the company 
commenced production and that he must be a resident 

of Canada. I would place no restriction on gee period 
of time within which dividends must commenge since in 
many instances it would be advantageous to plough back 
earnings. I would require. that dividends once commenced 
must be continuous and that they must be paid out of 
current earnings. It would seem to me that such a 
policy would not only prove a powerful incentive to 
Canadian venture capital but at the same time it would 
encourage Canadian investors to hold their shares in 
new mining and petroleum ventures. As far as I can see, 
it would cost the Canadian Government very little in 
the way of taxes over the near term and over the long 
pull the Government would probably actually collect 


more. At the same time it would assist in preserving 


— Sl och 


Canadian ownership of our natural resources. Conceivably, 
a group of Canadian investors might borrow money in the 
U.S. and put up their own equity capital to develop a 
semi-proven Canadian mineral or petroleum deposit. 

The third item is in this regard; it 


refers to what I might term as marketing assistance. 
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A field in which the Canadian government 
might assist industry and investors in Canada is in 
regard to the marketing of our natural resources. By 
holding out the threat of shutting off purchases or 
diverting orders to other suppliers American companies 
can frequently drive a hard bargain with Canadian 
suppliers. For instance, B.C.Forest Préducts this 
summer found difficulty in financing a new pulp mill 
so Scott Tissue contracted for a million shares and. 
promised to buy its pulp output immediately B.C.Forest 
Products became a gilt-edged credit risk and placed 
$25 million of debentunes largely with U.S. financial 
institutions. Similarly Gypsum Lime & Alabastine this 
summer had a bid from National Gypsum reportedly on the 
basis that if the bid was not accepted, National Gypsum 
would puild competing plants. Alaska Pine & Cellulose 
had difficulty selling its dissolving pulp so Rayonier 
acquired control. Westcoast Transmission agreed to 
deliver gas 800 miles distant on the boundary of the 
State of Washington for a price of 22 cents a thousand 
although well head prices in Louisiana are 18. cents a 
thousand. The Federal and the Provincial Governments 
should see that Canadian natural resources are marketed 
in an orderly fashion and at a fair price. If Canadian 
investors were assured that they are not going to be 
whipsawed they would tend to hold on to their investments 
in natural resource companies. It would seem that in the 
interests of the national economy it is more important 
to see that we obtain an adequate export price for our 


newsprint, asbestos, iron ore, natural gas, nickel, 
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aluminum, gypsum, barytes, etc., than that the domestic 
price be depressed. In all of these situations the 
export market is or shortly will be much more important 
than the domestic market. 

THE CHAIRMAN: Thank you very much. I 
would not like anything I said earlier on to be inter- 
preted that I am not in favour of information being 
given to the shareholders. We are véry grateful to 
you. -I suppose while you are here we should ask you 
whether the market is going to go up or down in the 
next few weeks but perhaps we should come and ask you 
that privately. Thank you very much. 

The next statement which we will mark 
Exhibit 173 is from the Canadian Importers and Traders 
Association Incorporated. 

MR. COWANs Thank you, Mr. Chakrman. 
First I would like to say that it is indeed a privilege 
for the Canadian Importers and Traders Association to 
present this brief to the Royal Commission on Canada's 
Economic prospects. 

1. The Canadian Importers and Traders 
Association is the national trade association in Canada 
of those engaged in the import trade, either directly 
as importers or indirectly through the servicing and 
financing of imports. There are four hundred members 
located from Halifax to Vancouver with the greatest 
concentration in Toronto and Montreal. 

2. It is said that Canada now has the 
largest per capita foreign trade of any of the world's 


important trading nations. At the same time we enjoy 
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the most prosperous times in our history. Historically 
the country has prospered best in times when our inter- 
national trade has been most active. 

os The importance of international trade 
in our prosperity seems likely to increase rather than 
decrease. International trade is considered as being 
made up of exports and imports and it is generally 
accepted that trade is a two way street and that imports 
pay for exports and vice versa. 

4, Canada now and in the foreseeable 
future is a country which produces much which must be 
sold abroad, and, if we are to sell abroad, we must 
buy from abroad. 

5. While it is true that the increased 
population, which we may confidently expect, will con- 
sume more of our national production, it is also true 
that this increased population will produce more than 
it consumes. [It is also fair to assume that more 
sources of natural products will be discovered as well 
as better means of making use of them. Therefore, it 
must be presumed that it will be essential for Canada 
to continue to be a large exporting nation. 

6. Undoubtedly in the future our surplus 
of products and commodities which cannot be consumed at 
home, and therefore must be exported, will be of a 
different nature than at present, but it is reasonable | 
to assume that this surplus for export will be of even 
more significance than in the present day. 

7. Our exports are principally raw 


materials or semi-finished products for which the market 
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has necessarily been found in industrialized countries. 
Therefore, we have had to take payment in manufactured 
goods. In view of the expected development of natural 
resources such as oil and minerals this situation will 
continue. 

8. Canada will, therefore, continue to 
have an exportable surplus of raw and semi-finished 
products and, if we are to be paid for these, payment 
will necessarily continue to be in manufactured goods. 
This situation will continue to generate continuous 
pressure from Canadian industry for higher tariff 
protection. 

9. Also the direction of our exports 
seems bound to change. For example, it is probable 
that our wheat will go more and more to Japan and the 
Orient and less and less to the United Kingdom and 
Continental Europe. Instead the day may come when our 
wheat and flour exports to Europe may be comparatively 
insignificant. 

10. New discoveries of oil and minerals, 
new sources of hydro electric power, new sources of 
and uses for plastic products and the probability of 
economic atomic power all point toward our increasing 
labour force being employed in producing finished or 
semi-finished articles. It seems unlikely that agri- 
cultural land use can increase as much as industrial 
production based on other natural resources and it is 
therefore fair to assume that it will become increasingly 
necessary to our economy that we export more finished 


and semi-finished products. 
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11. Since we must continue to export 
it is equ lly essential that we continue to import since 
trade must flow both ways. 

12. Traditionally imports progress from 
importation through sales agents to stocks carried by 
Canadian importers, then to assembly of parts here and 
finally to manufacture in Canada, and undoubtedly many 
products Hob lasweasing in our import statistics will, 
in the future, become domestic manufactures. Manufac- 
turers are, in many cases, large importers, nearly 25 per- 
cent (24.4) of our imports in 1954 being made up of 
primary and semi-finished products. Consequently 
Swadtdevubers favour the freest possible trade in the 
Sveeis which they themselves import, although their views 
on the importation of other items may be very different. 

13, Nevertheless we can see no lessening 
in demand by the Canadian public for imported goods 
although the type of goods demanded will no doubt change 
and also the countries which now are the sources of 
supply will change. 

14. We believe that, in addition to 
balancing export trade, imports improve the Canadian 
standard of living by making available goods and products 
Which are not produced in Canada. It is also true 
that imports help to reduce the cost of living since 
the competition of foreign produced items resists any 
tendency on the part of domestic producers to diaely 
increase prices. We know that imports create work for 
a great many Canadians, not only those directly engaged 


in the import business but those engaged in all forms 
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of transportation, plus those engaged in such service 
industries as banking, customs brokerage, forwarding 
agencies, advertising and many other forms of 
endeavour. With the easier and faster methods of 
travel now available more importers are visiting 
foreign countries and more foreign businessmen are 
visiting Canada which undoubtedly helps to improve 
international relations. Imports of raw and..semi- 
finished materials are essential to Canadian manu- 
facturers and there are many products, of which 
citrus fruits, coffee and tea are examples, which 
cannot be produced in Canada. Undoubtedly the revenue 
provided by customs duties, excise and sales tax on 
imported articles is a significant factor in Government 
revenue. | 

15. A factor affecting the demand for 
imports in Canada is the "New Canadian" population. 
Prior to 1939 a large proportion of the immigrants 
were of the labouring or. peasant class but since that 
time the influx has been principally of the skilled 
worker, professional or business man and many of these 
people, having at one time been accustomed to a com- 
paratively high standard of living, seek those products 
to which they were accustomed in their former life and 
this has created a demand for many new types of imports. 
Very often native Gemsdiars find that these imports are 
acceptable to them and this further increases the demand. 
For example, the demand for Danish Blue cheese has 
increased to such an extent that. imports are constantly 


increasing and attempts are being made to produce a 
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Similar Canadian product. 

16, We are quite certain that there 
Will be an increasing demand for imported goods 
which will help to balance the increasing national 
product which will have to be exported. 

17. We are aware that there is a constant 
pressure being maintained on the Canadian Government 
for higher tariff protection and, while we do not 
advocate free trade, we feel that Canada's present foreign 
trade policy has produced prosperity.for the present 
and that the vcd — ee paiiey adjusted to changing 
international conditions is in the best interests of our 
country in the future and therefore the pressure for 
increased protection should be resisted. Canada has 
been a subscribing member to the General Agreements 
on Tariffs and Trade and the principle underlying these 
Agreements of pédéeinseiatierad’ Sanat barriers to trade 
is in our opinion sound. Until something better is 
found to take the place of these agreements we advocate 
Canada's continuing its support of them. Dominion Bureau 
of Statistics figures show that for 1953 (the latest 
figure available) the average ad valorem rate-of duty 
paid on dutiable imports was over 18 percent.and the 
overall average, including both dutiable and preé entry 
items, was over 10 percent. ‘Surely this provides ample 
protection. 

18, This pressure for increased protec- 
tion takes two forms. First, there is the direct 
approach in which .a higher rate of duty is requested, 


and second, there is the indirect. approach which hopes 
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to increase the difficulty or cost of importing goods 
without increasing the rate of duty shown inthe 
customs tariff. Attached is a letter which will serve 
as an example of indirect: or hidden tariff protection. 
Other examples can be furnished. 

. 19, It is pointed out that regulations 
such as sizing standards, labelling requirements, and 
other:such requirements are in fact hidden protection 
because they make it very difficult to bring in mass 
produced items for the Canadian market whose require- 
ments may represent only a small proportion of the 
total production, 

20. Because it lends itself to spectacular 
headlines a great deal is published about imports, 
particularly textiles, from Japan and India, but the 
impact of such imports on the Canadian economy, when 
examined against the totals of our foreign trade, will 
be found so small as to be relatively insignificant. 

For example, all the textiles imported from Japan in 
1954 no more than balance the export of rye whiskey from 
Canada to Japan,... : | 

THE CHAIRMAN: Who is suggesting that 

textiles are not of as great importance as rye whiskey? 

| MR. OAKELYs I would suggest, Mr. Chairman, 
that we do not have to balance similar goods or even 
goods of the same category. After all, what we are 
trying to do is balance accounts. 

MR, COWAN: ....to say nothing of other 
Canadian exports to that country which give Canada, by 


latest available figures, an export versus import figure 
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of five to one, 

21, Undoubtedly a problem in Canada's 
foreign trade policy is our dependence on the U.S. 
market for both imports and exports. Canada is the 
United States! largest foreign customer and the 
United States is decidedly the largest foreign customer 
for Canadian production. We feel that because of 
geography and the very similar standards of living in 
the two countries that this will always be the case, 
Nevertheless we feel that every effort should be made 
through Government policy to increase both our exports 
and imports to countries other than the U.S. in order 
that we may continue to preserve our independence and 
national status. 

22. Im connection with Canadian imports 
from the U.S. it is important to note that the demand 
for U.S. goods is created principally by reason other 
than price. That is to say, style, quality, change in 
design, suitability to Canadian way of living and wide 
selection of goods are the main reasons for the ready 
acceptance by Canadians of American articles. The 
fact is that the U.S. can produce for the sophisticated 
Canadian taste things for which the small population 
of Canada would not support a domestic manufacturing run. 
Price is NOT of prime importance in many of these products. 

20. To sum up, we believe that the future 
economic prosperity of Canada depends on the freest 
possible international trade and that future Canadian 
Governments must resist pressure for higher tariff 


protection, be it direct or indirect. 


a Ta 
ros0 at eidorq 8 yibeddvebaU LS 
Sica = - : 7 ; 7 7 ar — - 
-2.U edd mo somsbhnegqeb tuo st yotiog ebetd agies 
- 7 24 
oft at ebansd .etsoqze bas ettogmt dived ro? vs 
ent baa temetavo 


xplere? tesgrsl ‘ eetete bevial 


be 


ehtoeh el setss2 bes rei 
- 
tq ceibared 17 


sit bas yvdaqsrgeeg 


= 
Bivow sbhbanst = 


RIAGG smts ON st soit 
eudtut ed? teds svetied ow 


tesett ecii br 


qiireqeoetq olmond 
ay 


leno idarietot seldtiest 

a f 
’ % hal 
sleet Jaum sinemiriee 


ed ,nolioaeds 


~ 5998 = Mr. Cowan 


We have, Mr. Chairman, appended a letter 


which shows ---- 7 : 

THE CHAIRMAN: I don't think you need 
read the letter. ‘I think if you attach importance to 
it it is a matter of something which you could take up 
with the Customs Department. 

MR. COWAN:: We thought that was important 
80 we appended it, but it does not necessarily have to be 
read. 

MR, GUSHUE: I would like to ask one 
question if I may. You swn up by saying: 

"35...We believe that the future economic 
presperity of Canada depends on the freest 
possible international trade and that 
future Canadian governments must resist 
pressure for higher tariff protection ..." 

A little before that in paragraph 21 where you say in 
dealing with the trade of Canada and the United States, 
you say: ; 
"Nevertheless we feel that every effort shoudd 
be made through Government policy to increase 
both our axpebee and our imports to countries 
other than the United States." 

How would you explain those two? Do they clash in any 
way? 

MR. COWAN: At the present time, of course, 
Canada imports a great deal more from the United States 
than we seli to them and we do know that the Canadian 
Government is doing everything possible to get the 


United States to ease their import: tariffs and in certain 
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cases customs procedure so that our exporter can sell 
more in the United States, but in the case of practically . 
every other.country in the world, our exports are 
higher than our. imports and for that reason we would 
like to see imports from these other countries higher 
to balance. our trade with those countries. 

MR..GUSHUE: I-was wondering if the 
reference to Government policy there had any particular 
meaning or any direction you wanted to suggest? 

MR. COWANs Not specifically, sir. 

MR, GUSHUE: "Every effort should be made 
through Government policy" and I was wondering what the 
denificance of that was. 

MR. MacKENDRICK: I think it is a matter 
of not having. too many eggs in one basket. 

MR. GUSHUE:s £1 was thinking of those 
words "through Government Policy". What sort of 
government policy?, 

MR, MacKENDRICK: The policy which is 
being pursued in part now through our Department of 
Trade and. Commerce in endeavouring to enlarge our 
trade with countries other. than the United States to 
sell our goods. Exporters are being encouraged to 
seek other markets than those now existing and that 
sort of. policy, encouraging a diversification of the 
preduction so it is not to be all dependent on one 
country's prosperity. We are not suggesting any 
specific policy which the government should follow 
but suggesting that they should follow the policy of 


diversification. of production of: both our exports. and 
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imports, 
| MR. GUSHUE: You don't necessarily mean 
tariff policy? 

MR. MacKENDRICK: Not necessarily, no, 
but that might very well be one of the levers which 
could be used. 

MR. OAKLEY: If I may add something to 
that, we do say in paragraph 14 of this submission 
that we do recommend that the principles of GATT be 
supported and adhered to as Canada has been supporting 
them at least until something else ‘A found to take its 
place. Now, it is possible that:in the near future 
because GATT runs out.in December, 1957, I think it is, 
that we may have.to find:something to take the place 
of GATT. Unless we do find something we might find 
ourselves back in the chaotic period as far as inter- 
national trade is concerned as we found ourselves in 
in the '30's. 

We have been giving quite a lot of 
thought to a programme that could very weli be adopted 
Which would be designed to reconcile the conflicting 
interests that have already been brought to your 
attention between the primary industry and the secondary 
industries in this country. We think that it is quite 
possible to develop a graduated reciprocal tariff which 
is related to the average hourly wage rates in the 
different trading countries which would have the effect 
of doing what we all want to do, that is, increasing 
our trade and at the same time imposing no penalty 


Other than the equalizing influence that such a tariff 
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would bring about between the secondary industry and 
the people with whom they.may find themselves in 
competition. 

We have not submitted our programme to 
you on this plan. We don't know how far you want to 
go on this, but all we are suggesting here is that we 
do think GATT has a lot to recommend it, that we have 
benefitted by the provisions of it as already set up 
and we don't want to see it thrown overboard unless 
we have got something else that may be equally bene- 
ficial or more beneficial. 

MR. GUSHUR: You would prefer the muli- 
jateral to the bi-lateral approach, I take it? 

MR. OAKELY: Oh, definitely. 

THE CHAIRMANs Thank you very much, 
gentlemen. 

~-- Recess 
~+- After recess . be 

THE CHAIRMAN: Would you like to come 
to order, gentlemen, please? . 

MR. PRESTON: I have the privilege of 
representing as its president, the Canadian Transit 
Association and when this opportunity to assist the 
Commission presented itself we decided that it would 
be preferable if you had one submission from the 
transit industry in Canada rather than several briefs 
from widely scattered cities. To accomplish this, 
it Was no small task to gain unanimous thinking 
on the part of ali our members so we sought and ob- 


tained the services of a gentleman who has long been 
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associated with transit on the North American continent. 
He has been, since its inception, the general counsel 
of the Toronto Transit Commission which is one of our 
largest transit systems in the country. Mr. Fairty is 
a'lawyer by profession and past-president of the County 
of York Law Society and he is also past-president of 
our Canadian Transit Association and has for many years 
prior to that been on the executive of the association. 
He has also held executive positions with the American 
Transit Association, and I mention this merely to 
emphasize his experience in our industry, and I know 
you don't want to hear any further comments from me. 

I would be glad to turn it over to Mr. Fairty, QC. 

MR, FAIRTY: Thank you, Mr. President. 

I couldn't haven ef verds in an obituary. 

THE CHAIRMAN: It is some time since you 
and I met up in a transit enquiry. We will mark this 
exhibit 174 in the record. 

) MR. FAIRTY: To identify the Association, 
it may be said that it includes in its membership all 
local passenger transportation agencies in Canada of 
any importance, Most of such agencies are today 
publicly owned, but whether public or private, their 
problems are almost completely similar and each deserves 
Similar: recognition as essential public utilities. 

The Association was formed in 1904 and 
had as its purpose mutual aid through the exchange of 
experience and ideas and by means of united represen- 
tations to public bodies whenever necessary or desirable. 
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competition between its members, the attainment of its 
objectives was more easily come to than in the case of 
some other national associations, In passing, too, it 
may be said that no constitutional problems confront 
its members, all being solely subject to provincial 
jurisdiction. 

The Association has flourished, maintains 
an adequate staff for the aid of its members and, by 
this means and by means of largely attended annual and 
regional committee meetings, has unquestionably gone 
far towards the attainment of its founding purposes. 

The investment in plant and equipment of its members 
shows a book value of $254,168,867, an amount definitely 
below its present value, and a combined gross revenue 

in 1954 of $112,581,476.. Im the same year 1954, its 
members carried 1,160,016,368 revenue passengers, despite 
the fact that there has been a decline in riding from the 
peak year of 1949 when 1,351,005,147 passengers were 
carried. The number of vehicies operated by its members 
is in excess of. 6,500, 

The Association understands that, by the 
terms of the Commission's assignment as interpreted 
by public statements, the Commission's function is to 
survey the past, present and future of Canada's economic 
life and to report its conelusions as’to its present 
position, its probable and its desirable trends, but 
that it is not asked to make specific or detailed 
recommendations as to the same. This being so, the 
Association's purpose.in this submission is not to ask 


for relief of any. kind, but simply to outline in a brief 
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manner its thoughts as to the past, present and future 
of this public utility. The Commission has been kind 
enough to intimate that such a submission would be 
welcome, and it is submitted in the hope that it may 
be, to some extent at least, helpful to the Commission 
in its deliberations. 

It. would be quite easy to submit a 
voluminous statement: of the industry's position and 
to fortify it with equally voluminous statistics. The 
Association, however, feels that the Commission. might 
find it more useful if the Association confined itself 
to a brief, concise statement of the position of this 
utility, in the past, in the present and, as it can see 
it, in the future, and did not weary the Commission 
with amass of detail. This attitude may lead to an 
appearance of dogmatism but such an attitude is, of 
course, not intended; and the Association will stand 
ready to’ supplement its submission with supplementary 
detail, if such be desired. 

That the growth, character and development 
of our urban communities has been almost wholly 
premised upon local transportation is manifest. 

TabKe the last decade of the nineteenth 
century, local transportation was confined chiefly to 
horge-drawn vehicles and pedestrianism. The high 
bicycle did not lend itself to pre-asphalt senes and 
suburban steam railroad service was negligible. This 
resulted in highly compact communities whose problems 
were relatively simple and their solutions equally 


apparent. One less happy result of tightly built up 
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areas was the fostering of conditions conducive to 
slums, 

The advent of the electric trolley car 
about 1890 very substantially increased the possible 
perimeter of our cities. This was aided by the 
contemporaneous appearance of asphalt pavements and 
the safety bicycle,(I imagine I am the only one that 
can remember that) and it is interesting to remember 
how avidly old and young in those days took to 
"wheeling". Nevertheless, for some three decades 
the trolley car was to all the fast, convenient and 
comfortable king of the urban highway and indeed 
extended its realm into the interurban work. 

That. the electric car substantially 
extended the boundaries of our larger. communities 


and cultivated a taste for what was then regarded as 


"suburban" living there can be little doubt. Neverthe- 
less, though municipal: problems increased in. volume, 
the development was. an orderly one and their solutions 
still remained relatively simple and obvious. 

Then came the "horseless carriage". The 
somewhat uncertain, pioneer vehicles gradually in- 
creased in reliability and popularity and, what was first 
a trickle of motor cars, became a stream and then a 
torrent. The end is not yet. It has been estimated 
by reliable observers that, in another decade, there 
Will be from 25 to 35 percent more automobiles on the 
road than there are today. 

It would be superfluous to make any 


detailed comments upon the. obvious results of the 
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turn to automobile travel. There has been a complete 
change in the living and travel habits of everyone on 
this continent. The effect upon our industry will be 
sated later but it is only an illustration of its 


effect upon urban social and economic life. The 


The consequences of the flight to the suburbs, which 
| the motor car has brought about, are equally serious 

to the city which has been left and to the suburbs 

which have received an influx that is proving in- 

digestible. The cost of downtown congestion to our 

business interests is incalculable. 

There is small need to emphasize the 

traffic congestion or the traffic problems which our 
' communities face, It is plain to any observer. The 
| economic, social and political results are sometimes 
not equally transparent and a failure to recognize 
them may be a reason, if not an excuse, for some civic 


inertia. 


problems created are not local -- they are nation-wide, 


but even this plain fact is not universally recognized. 


A recent bulletin issued by the Pittsburg. 


, Chamber of Commerce states the problem, as business 
leaders see it so succinctly, and no apology is 
offered for its reproduction here; 

"The overall-problem of traffic congested 
Pittsburg, California, is no different 
than that of traffic congested Pittsburgh, 
Pennsylvania. Only the estimates differ 
as to how damaging it is in terms of 


accidents, extra gasoline burned, wear 
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"and tear on car and driver. 
. Little Providence, R.I. estimates 
» the annual c6st of its traffic mess at 
$50 million ee teairy: while New York places 
its costs at $1 billion a year, almost 
two-thirds of its total city budget. 

But there is little disparity between 
cities as to who foots the bill for traffic 
congestion. The ordinary citizen pays the 
higher costs of operation of the family car 
and higher prices for goods and services. 

A traffic study in Los Angeles showed that 
as few as five stops a mile reduced the 
gasoline mileage of the average car from 
22.7 to 13.6 miles per gallon. 

The businessman suffers because customers 
have difficulty reaching his store and cannot 
park once they get there. Congestion hampers 
the idghctelclietis ubeadaction schedules and 
raises the cost of transporting his products. 

The property owner suffers because real 
estate values are lowered. And to city 
officials, traffic congestion means loss 
of tax revenue because of the flight to the 
suburbs, urban blight and decreased business 
in downtown stores." 

A large percentage of all municipal revenues 

comes from the downtown central areas. If such areas 
are allowed to deteriorate, the effect on civic credit 


and progress is bound to be damaging. And any trend 
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which seriously threatens civic assessments and, 
therefore, revnues,; is plainly more menacing today 

than ever before because of the political repercussions 
which would inevitably accompany any forced reductions 
in social services and benefits. Communities are forced 
to recognize the profound change in the living and 
travel habits created by the motor car and to adjust 
their policies accordingly. It is more dangerous to 
stand still than to go ahead. 

Probably urban transit has been more 
vulnerable to changed public habits than any other 
public utility. The major factor in such change has 
been the increase in: the use of the private motor car, 
but there are others. 

Saturdays and Sundays at one time were 
days of peak patronage. The five-day week has meant 
meagre traffic on these days. Radio and television 
have seriously affected evening riding and the develop- 
ment of community centres restricts downtown travel. 
All these factors have diminished off-peak and short- 
haul rides and left the transit property with the bulk 
of its revenue to be derived from long-haul, rush-hour 
traffic. As this demands increased personnel for 
relatively short periods, who must be paid nevertheless 
for an eight-hour guaranteed day, it is not difficult 
to see the financial burden thereby imposed. To these 
unavoidable handicaps must be added the demand that 
transit services he extended to cover greatly increased 
a ee within the municipal limits or not, 


and whether or not such extensions can be made to carry 
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themselves either at the present time or in the: 
foreseeable future. 

But, of course, transit's chief problem 
is the competition from the private motor car. It is 
a competition which does not arise from any economic 
considerations. Thereis no use telling an average 
motorist that 20 percent of his family income goes 
into the purchase and upkeep of his car or that it 
costs him 10 cents a mile to travel 8 or 10 miles 
when he could ride in a public conveyance for from 10 
to 20 cents. His answer is that this is a free country 
and he will do as he pleases. 

There is no denying that personal auto- 
mobile travel is, generally, more comfortable and 
flexible than travel by transit. Above all it is 
usually speedier and the main public demand today is 
for speed, and more speed. If transit could furnish 
speed, there would be a marked lessening in the use 
of motor cars, as Toronto's subway has abundantly 
proven. 

But the irony of it all is that the 
private motor car, which diminishes transit patronage, 
is the chief factor which inhibits transit in its 
efforts to furnish anything like a competitive service. 
It is true that transit vehicles for passenger accomo- 
dation must stop at.least six times a mile and that 
they have to adhere to fixed routes, even in the case 
of a temporary delay. But the motor car has to stop 
quite frequently for traffic lights and transit service 


could ordinarily be reasonably competitive were it not 
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for the blocking: of its path by motor cars, parked or 
otherwise. It will be suggested later that public 
effort should be made to correct this«situation, . 

in shert,,the transit industry finds 
itself. caught in a vicious circle, Up, to now most 
civic efforts, to improve traffic conditions invite 
more motor vehicles to use the streets and augment 
transit's competition and its difficulties in meeting 
it. -This means delayed service, disorganization of 
schedules and a more costly: operation. This, in turn , 
breeds dissatisfaction among its passengers and a con- 
sequent loss of some of: their vital patronage. So, 
in a desperate effort to make ends meet,. management 
cuts service or raises fares, again with a. resulting 
loss of passengers and revenue.: 

Certainly, everywhere on this. continent, 
transit riding has decreased throughout the past decade 
due to the conditions it faces: as above outlined. The 
Quantum in the case of: each property is largely depen- 
dent’ on lJocal conditions. 

At the same time, wages and fringe benefits 
have increased sharply, and, in this industry, about 
two-thirds of its costs are labour costs. That is 
just about it. 66 percent or something like that is 
the general percentage. 

Simply by way of illustration, it may be 
pointed out that at.the turn of the century the hourly 
Wwage.of motormen in Toronto was about 20 cents for a 
Seven day week and twelve hour day, with no guarantees. 


Today, by a recently coneluded agreement, it will be 
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$1.67 per hour with "fringes" costing 52 cents per hour 
-- a total cost of $2.19 per hour. 

In many industries, much of increased 
labour cost can be recovered by the introduction of 
some form of automation or by methods of increased 
production, but there is no such possibility avail- 
able to transit.. . 

And the establishment of increased fares 
not only brings into force the law of decreasing returns 
but usually incurs bitter public and political oppo- 
sition. People who pay without. murmur inereases 
demanded: in. the price of any other commodity or 
service protest fare increases, Yet the fares of 
today are, compared with the universal 5 cent fare 
at the turn of: the century, absurdly low having regard 
to our inflated currency. A 10 cent fare today would 
be equivalent to: about 2 cents then or, to put it in 
reverse, the 5 cents of 1900 would represent close to 
25 cents today. Yet no utility on the continent has 
yet tried to establish a 25 cent fare, although 20 
eent fares obtain in some American cities. Canadian 
fares are all substantially lower. The average fare 
in the United States in the big cities is 15 cents. 

| Now, if this public utility was nearing 
the end of its useful public service, it would be 
right for it to bow out of the picture, as, for example, 
electric radials have done. But it never was more 
important and necessary than it is today and never has 
the appreciation of this fact: been so widely accepted. 


Indeed most public authorities and students of public 
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affairs today regard public transit as the main: 
feasible answer-to today's traffic snarls. 
Even under today's handicaps, transit 
transports -- this is in Canada -- from 50 to 80 
percent of shoppers and workers to and from the down- 
town areas, the exact percentage depending on local 
conditions. Transit has preven indispensable in war 
or other national emergencies and, even in their 
absence, under certain weather and clilmatic conditions. 
Not so long ago most communities thought 
the solutions to their traffic problems were simple 
and obvious, even if somewhat expensive. What could 
be plainer than the necessity for street widenings 
and extensions to solve the growing demand for street 
space? The resuits, however, Were somewhat less than 
satisfactory, particularly when, as occurred not 
infrequently, the widened street became a storage yard 
for motor cars often because of the insistent, if 
short-sighted, clamor of lecal merchants. 
Now the rage is for expressways or 
"freeways"; This is a recent news items 
"Recommended to free up Detroit's traffic 
freeze are 11 new expressways totalling 
200 miles, The new routes costing one 
billion dellars. would be sufficient until 
1980 at present projected rates of traffic 
growth," 
I sometimes wonder wnat a billion is. It was 1902 
before there were a billion minutes in the Christian 
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One would imagine that even a rich city 
like Detroit would think twice before committal to such 
a programme, Im Los Angeles $200 million was recently 
spent on far from sightly free-ways. An eminent trans- 
portation consultant, Mr. C. E. DeLeuw of Chicago, has 
publicly stated that their rush-hour capacity was 
exhausted the day after they were opened. 

Indeed it may be categorically declared 
that no community of any size on this continent has up 
to now satisfactorily solved its traffic and parking 
problems. Freeways have their place in civic thinking 
but they are a very costly answer to the traffic problem 
and far from a complete one. In a paper read before 
this Association at its last annual meeting it was 

stated: 
| "Those who guestion the wisdom of costly 
freeways base their scepticism on the 
following among other grounds. 
(a) Those most substantially benefitted by 
such freeways do not pay for them, at least 
as users, and many of those who pay do not 
receive any direct tangible benefit. of 
itself this is not enough to condemn any 
pwblic work but there is a great deal to be 
said for the declaration of the Urban Traffic 
Forum that price mechanism should ration 
street use." . 
Now, this Urban Traffic Forum was composed of architects, 
administration, civic planning, department stores, trans- 


portation and traffic so it was fairly representative. 
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"In all these matters it is suggested that 
the time has come’ to’consider most carefully 
who benefits and who pays and who should pay. 
Much of our civic trouble arises from the 
prevalent habit of treating the private 
motor car as sacrosanct and disregarding the 
plain rights of citizens not fortunate 
enough to have two or more cars at their 
command," 

It seems to me I heard representations of that sort before 

in the papers this week. 
"(b) Freeways are primarily designed for 
the convenience of the most’inefficient 
highway user, the private motor car. This 
is in direct rebellion against the considered 
judgment ‘of every public body or authority 
which has given thought to the matter -- 
namely, that the problem is to move people, 
not vehicles. Some freeways actually forbid 
their use by transit vehicles, others make 
their use impossibje by neglecting to make 
provision for them. If freeways are to be 
built they should be built in locations 
suitable to the use of both private and 
public transportation and adequate provision 
should be made for the latter. Ordinarily, 
such provision would not exceed 10 percent 
of the cost of the work and any such’ cost 
should be borne in the same manner and by 


the same shoulders as bear the general cost 
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"of. the-project." 
Now then, in Chicago, the Congress Street expressway 
recently put through made provision for two lanes 
for rapid transit and it only cost them 5 percent 
more, Of course, local conditions will decide what 
the actual percentage will be in any given case. 
"(c) It may be questioned if in designing 
and locating freeways thought is given to 
the adequacy of their terminal locations 
and to their relation to the city's 
business, commerce and real estate values. 
Ill-planned freeways create bottlenecks 
worse than those existing before their 
construction and few have completely 
solved the terminal and parking problems 
they themselves have created. 
(ad) Freeways encourage the use of the 
private car for urban transportation and 
are a standing invitation to motor car 
owners to bring into the central perimeter 
cars that should not be there at all. Once 
dumped there, their owners loudly demand 
parking space at less than cost, to them, 
of course, and the result is to destroy 
valuable building assets and assessments 
in the heart of a city simply to furnish 
motor storage. The effect of all this can 
be seen in any North American metropolitan 
community where building destruction 


resembles, to a greater or lesser extent, 
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"the bomb destruction wrought in Ewropean 
; cities, Some carefully thought out freeways 
| are of public advantage, but too often as 
Mr. Lewis Mumford says in a recent article, 
‘instead of curing congestion they widen 
chaos, '" 

As specific evidence that responsible 
and informed civic leaders are giving transit a second 
look as an efficient and relatively cheap solution to 
traffic snarls we quote the following authorities. 
There would be no difficulty in multiplying such 
opinions: 

"The Urban Traffic Forum, which represented 
all bodies in any way interested in traffic, 
'Few large cities can solve their traffic 
| and congestion problem without relying heavily 
on mass transportation rather than the 
private car.'" 

Business Week Apna is fresh evidence 
to show that public transit is a much more 
important element than many thought a few 
years back." 

Pittsburgh Chamber of Commerce, quoting the 

Director of Community Development - 

"It is about time that all of us quit playing 
with mass transit as a 'poor country cousin!’ 
and regarded it as essential to the economic 
well-being of the community." 

And a prominent realtor - "A swing to 


mass transit is a means of saving the goose 
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"that lays the golden egg - the downtown 
merchants." 

Wisconsin Governor's Commission . 
"It soon became apparent to the Commission 
that all interested parties agreed on one 


thing -- that public transit. was-a necessity 


4 


in all communities represented at the. 
meetings, It also became apparent to the 


Commission that there existed a vast amount 


: of public indifference to and a misconception 


of the plight and problems of the transit 
industry." 

Chicago Tribune - "The best way to postpone 
banning. private cars from. the streets is to 
seek by every means to attract more riders 
to public transportation. One such means is 
to have a traffic system so designed that a 
bus carrying 50 persons is given preference 
over an automobile carrying one or two." 

City Planner. Harland Bartholomew 
"It should be evident to all who are generally 
interested in the present as well as the 
future welfare of our cities that the streets 
of our business district: be cleared for 
expeditious mass transportation flow regard- 
less of whose. individual interest are involved 
or whose toes are stepped upon. This is a 
matter of paramount public interest -- a 


matter of dominant public necessity." 
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Urban Land Institute ("The City Fights 

Back") - "Opscured’ by rows of cars backed up at 
the traffic light, downtown's most: gleaming 

diamond has gone unnoticed in the streets. 

This diamond is mass transportation. 

The cities have not only neglected the 
gem; they have with few exceptions, kicked it 
around the streets like an empty ash-can. 
Mass transportation is a necessity. Without 
it any city of any’ size would wither away." 

Adlai Stevenson before the American 

Municipal Congress in December, 1955. 

"With more and more people driving their own 
cars the use of urban transit systems has 
declined by more than half from the end 
of World War II. The increased number and 
use of private automobiles is creating more 
problems than it solves in obsolescent 
city streets that flow between narrow banks 
of ever taller buildings that cannot be 
pushed back. As we struggle to impose an 
automobile civilization on an elevated 
civilization we note painfully that: the 
further and faster we grow in a vertical direction 

the slower we move horisontally. As traffic 
congestion keeps shoppers from the central 
business district, commerce and industry 
follow their customers and employees and 
city governments have fewer taxables to 


provide necessary services." 
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Now, I see. by the paper (this brief was 
prepared some: weeks ago) that there has been some local 
endorsement of our gospel. Well, like Billy Graham, we 
welcome anybody to the penitent's. bench. 

THE CHAIRMAN: It was not unanimous, 
though. 

MR, FAIRTY;: Well, I was: not here. 

It will be seen from this outline that, 
despite its admitted value to the communities in which 
it operates, the economic position of transit is 
deteriorating everywhere and, if no public co-operation 
of value is forthcoming, its position may, in the not 
too distant future, become desperate. This Association 
believes this result is both unnecessary and to be 
deplored, and that it should voice its opinions as to 
the methods of preventing it. 

The ideal for large communities would be 
rapid transit, in the technical sense. of' the. term, i.e., 
by completely separate non-surface rights of way. The 
cost, however, of these public works makes this soluction 
only feasible in two Canadian cities, Montreal and 
Toronto. Toronto's subway, while only 4-3/4 miles long, 
has fully justified the hopes placed in it and both 
of these cities are canvassing the possibilities of 
more of such public works. It is to be hoped that each 
city will have in mind that rapid transit builds and 
restores values and assessments in the downtown area 
and along its routes, and that the operational. savings 
are substantial enough to amortize a not inconsiderable 


part of the investment. 
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It should also be borne in mind that the 
cost of a three-lane expressway is similar to that of 
a subway, The maximum capacity of a local subway is 
approximately 40,000 passengers per hour, that of a 
three-lane expressway about 7;875 passengers per hour. 
The cost of maximum hour capacity per passenger is 
estimated at $275 for she subway and $1,270 for the 
expressway. Further, traffic clogging: breakdowns 

or accidents are not infrequent on an expressway but 
negligible on a subway. 


But if our civic representatives are 


| wholly motor-minded, then the least that should be 
done is to make proper provision for transit vehicles 
in expressways. Many already built in the United 
States make no:such provision and, in some,:. transit 
vehicles are forbidden their use... The usual estimate 
of additional cost. to include transit is 10 percent, 
and, in view of the relative public service rendered, 
its non-inclusion seems hardly defensible. 
But, passing from the specialized case 

of rapid transit, your Association believes that 
much can and should be done in the public interest 
to better its position. | 

Speaking generally, it suggests that 
the average community should have a greater co- 
ordination of all’ civic departments dealing with 
traffic in order that the best over-all solutions may 
be reached. Few civic services do not relate in some 
way to traffic but the most obviously interested are 


public transit, traffic planning, traffic enforcement, 
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city engineering and town planning and zoning. There 
may be too much thinking in water-tight compartments 
in civic planning, I ‘believe. 

It. is further suggested that, in any such 
co-ordination, the. voice of transit management should 
receive maximum, careful attention. If the problem is 
to move people and not vehicles, it should be ever 
borne in mind that a passenger in a private car uses 
12 times the street space that a passenger in a modern 
transit vehicle does, and that the carrying capacity 
of one lane on a city street per hour, under existing 
conditions, has been authoritatively estimated as 
follows: 

1,280.in autos on surface streets 

2,560 in autos on limited access roadways 

4,500 in buses on surface streets 

12,000. in street cars on surface streets 

18,000 in street cars in subways 

40,000 in local subway trains 
Now as to that I want to make one observation. One of 
our members believes the figure of 4,500 in buses on 
surface streets is. substantially too low. These do 
depend on local conditions and it may be in his parti- 
cular area he is right. 

Next, the Association believes that there 
should be a careful analysis made of traffic costs, 
public and private, a study of the present incidence 
of such costs. and a considered judgment as to those 
who should bear them. The results of such a study 


would probably furnish some surprises. 
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The suburbanite, motoring daily downtown, 


a 


who claims that this is a free country, might be 
astonished to learn how free it is (to him at least). 
Recent studies in Chicago and Milwaukee indicate that 
the cost to the urban taxpayer, beyond revenue received 
for the supplying of highways to motorists, is around 
$100 per car per annum. In view of such a figure it 
may be asked whether a civic wheel tax such as Chicago 
levies is not justifiable. But, if the traditional 
practice of furnishing streets at the taxpayers' expense 
continues, transit, by far the most efficient passenger 
carrier, obviously should receive its rights of way 
from the same source. 

Now, I would like to say something about 
that and it may be my own idea more or less, but I am 
sure the Association would back me up in it. I have a 
suspicion that in all our provinces our taxation 
problems are being solved by legislation that came from 
the 19th Century and deal with 19th Century conditions. 
We are in the 20th Century now and the Acts have not been 
changed. At one time, of course, real estate, land, 
buildings, were the one obvious and available source of 


taxation, I think the time has come when we do recognize 


Se eS 


there are other assets available for taxation which 
should be the subject of a very, very careful study. 
It has been done to a certain extent by the Canadian 
_, Tax Foundation. I don't know whether you know 
anything about it. 
THE CHAIRMAN: We have a copy of it. 
MR, FAIRTY: Then I don't need to say 
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anything about it. But after going through it in a 
very cheerful manner they say: 

"One of the most important inferences that 
could be drawn from available information 
however, is that the present level of user 
charges in most provinces is inadequate." 

I read in the paper that one gentleman 
thought there should be very much substantially 
improved highways in the province and that the motor 
tax should be lowered. It seems to me he is taking 
issue with the finding of the Tax Foundation in making 
such a statement to this Commission. 

THE CHAIRMAN: Dr. Stewart took issue with 
him himself when he was’here. 

MR.FAIRTY: During the past year or so, there has 
arisen, apparently spontaneously, both in Canada 
and the United States, and not alone by transit 
interests, a demand for ‘an examination of the question 
whether it is equitable under ‘present conditions to 
ask transit users to meet the full cost of transit 
services. There seems a general unwillingness on the 
part of civic authorities to approve the Pre levels 
which transit requires, and service cuts are equally 
unpopular, But the money to make ends meet must be 
found somewhere and it has been responsibly suggested 
from a number of quarters that a portion of it should 
come from any general sources which might equitably 
be asked to contribute. 

The argument for this viewpoint may be 


phrased as follows; Transit is everywhere in financial 
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7 trouble -- it cannot by itself improve its position -- 
it is an essential public utility and, without it, 
civic costs would be largely increased and civic 
prosperity diminished. Then, why treat it as of 
necessity self-supporting any more than we expect 
our police and fire departments, schools or parks 
to pay their way? 
The Agsociation believes that, this 
question being largely a local one, it can advocate 
no definite answer. But it feels, nevertheless, that 
it is a matter of policy which civic leaders should 
face courageously and, by the adoption of one course 
or the other, give transit, either publicly or 
privately owned, the assistance it so urgently needs. 
This Association further submits that 
all possible methods be adopted to facilitate the 
movement of transit vehicles, even if it means that 
they are given a deliberate preference over other 
traffic. On narrow streets where such: vehicles operate, 
there should be an absolute, rigidly enforced, parking 
ban. On wider streets, if some parking is to be per- 
mitted, it should not be near transit stops. Traffic 
officers should be definitely instructed to favour the 
movement of transit vehicles and, in particular, to have 
regard to the extra space they require for turning. 
There is hardly one of our member's services that could 
not increase schedule speeds and come closer to main- 
taining schedules than at present if given the co- 
operation above outlined and, with labour costs such a 


factor in operation, an increase in schedule speed means 


I a 


: _ ; - 
wks io dteoq ast et rqo s 2 sett y Loe ities Pm 
) 


r & 


aD dyonddiw a ‘tiles otlduq Ist 


— ¥ 


otvito bas inedmapae: ylegisl ed biuow adeos ob 


to, es tI tseud yaw .asdT -bedetatmth ytireqes 


jos3qxe ew nedd sxom yas galds0c¢que-Ilee yi Leese: 
a 


.atnemtisaqsh ettt bas estlog a 


fyew tredd vseq GF 


peveolfed nottsltoospgA eciT 


etsoovbs aso dt ,eno I[sool s yYlogiel gated aolveoup 


. £9Wens siintieb on 


: » 
bflyods erebeel olvio doldw yollog to tettem 8 sl Ge 


ssiveo emo Io noliqobs ent yo .bas yYlevyoensiv0eo SoBe 


rT «a r 5% ~ . - a nal 
vo YLotiduq rterdte ,¢lanex? svin .serte eae Fe 


.ebeen ylsnonw o¢ tf sonstaless ond. .benwo. yloevevir 
tedd atimdve tenviavt. nottsaicoseA. alnT 


eit sdetifitosl of betqobs ed aborsitem eldiesog Lie 


; jsdt ansem tf If neve ,ssloldev tlensi? io Jnomevag: 


ae 


rete revo sometesteszg ststedi{sh « seviag eis yous 
4 
Be ,Stexsqe aslotdeyv dova susriw etesitza worrsda nO. .otTtes 
; “ 7 - - 
is 
5 = ‘s 


unidweg.,.beotolme yibtaii1 ,stuloeds as sd bilsyode si1ses 


a 
3 
ei) 
cr 
be 
< 
a 
4 
_— 


; A pt ee a ae a . - 
-yod od os af gnidasq spose It. .atsorx 


wend ov isiuobsss@ at ,bms aelotdevy tlensid to Jnsmeven 
aniouss 10% exivpes eens eosge aitxe edz o3 bD1sg97% 
biveo Jsdt ssolvisa e'itedmem i to eno ylbisd at ete 
-ftiem o¢ t9eeio emoo Bas ebesqe slubsdoe sessttont toi 
-0o aft sevig tT cnaabun Js osct eelybesdoe aniniad 

6 dowa-ateoo awodsl dtiw .bas beatituo svods nottatege 
od af 

assem beeqge sinubedoa at s¥setemt na .nolsdersqo at rz0t9s 


ih 


- 6025 - Mr. Fairty 


a substantial saving in expenditure, 

Probably the most efficacious means of 
returning highways to their primary user is the pro- 
hibition or imposition of severe restrictions on 
parking. Of course, such measures aid all vehicles 
to move, not alone transit vehicles. Once again, 
many motorists believe that the adoption of such a 
policy is a restriction on their individual freedom. 

But any law whatever is a restriction on freedom 
and the alternative to law is anarchy. 

Now, down in Weal Pel Preven thy they have 
adopted a policy of exclusive lanes for buses in Nashville 
and it is co-ordinated by all the police. It was highly 
commended by all writers in the United States and now they 
are trying it out in Gary, Indiana, and it seems to be 
working well. I think that sort of thing might work well 
in Canada. But as to the operation of the motor vehicle, 
frankly, this Association believes that, as to this, the 
motorist has no case at all. He has not the hardihood 
to ask the community to garage his car at home and he 
is not in any way entitled to store it on public high- 
ways at public expense and inconvenience. What the 
American Mercury said some years ago is still pertinent: 

"The taxpayer may well ask: If 75 to 

85 of every 100 persons can get to the 
stores by public transportation why should 
I be asked to put up money to provide for 
the convenience of the few who insist on 
the luxury of private transportation? By.: 


what point of privilege does the motor 
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"car owner who. scorns public transportation 
raise the demand that city funds*be spent 
for his> comfort?" 

But as to parking, some merchants think 
they have a better case in requesting street space 
for their customers than has the car owner. But, the 
balance of convenience-is heavily against them and it 
frequently turns out that few who join in protests 
have made any careful.study of how their customers reach 
their stores. Many who have considered this phase of 
the matter have had a change of heart. and a heightened 
respect for public: transit. And, after all, both 
public and private agencies are available, or will 
speedily. become available, to furnish -customer parking 
at cost. 

Now the-Association understands that the 
Commission is asking all. making submissions to make an 
intelligent guess as to the trend of. their industry in 
the next quarter-century or so. In view of the amazing 
developments of this century to date, this suggestion 
must be approached with some diffidence. 

However, the Association believes that, 
in view of the remarkable change in public viewpoint as 
to transit in the past decade, it may confidently look 
forward to better things and that encouragement of this 
industry will substantially aid communities in their | 
traffic problems at an inappreciable cost. 

It is plain that there will be no street 
cars in Canada after the next: quarter.century. Only 


three Canadian cities, Montreal, Toronto and Ottawa 
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have them today and all have more or less long range 
plans for their abolition. They have served a very 
useful purpose, but they do interfere to a certain 
extent with traffic fluidity. 

The trolley coach is a very popular 
conveyance, especially because of its quiet and 
odorless qualities, but it is tied down to fixed 
routes, has a limited field, and the cost of electric 
power seems to be on the upgrade. 

We would not like to hazard a guess as 
to the power sources of transit vehicles in 25 years. 
There probably will be, as now, vehicles propelled 
by both gasoline and diesel engines but we would prefer 
others to speculate on the possible use of atomic 
power. 

Dreams have been dreamed as to future use 
in local passenger transportation of monorails, heli- 
copters, moving sidewalks, conveyer belts, etcetera. 
Suffice to say that no responsible transit expert on 
the continent as yet sees any future general use of 
any of these agencies in local transit. 

I might say that it was considered 
seriously for some time that the shuffle in New York 
between Grand Central and Times Square should be replaced 
by a moving sidewalk but the cost was so great it was 
finally abandoned, and down in Houston, Texas now they 
are building a monorail 970 feet long and they are 
seeing if there is any future in the monorail. In view 
of Henry Ford and the Wright brothers, I hesitate to 


say anything about it, but it has not been recommended 
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by any responsible traffic agency on the continent yet. 
The only one that has been going for some time in the 
world is in Wurpurtal in Germany but our experts don't 
think a great deal of the monorail. 

I think that is all I have to say. 

THE CHAIRMAN: Well, thank you, Mr.Fairty 
for a very excellent brief and for the very pleasant 
and easy way in which you presented it. We thoroughly 
enjoyed band I think it will help us a great deal. 

We are iateral to you. 


At 5.30 P.M. The Commission: adjourned until 10.00 A.M. 
Friday, February 3, 1956 
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Association. 


Hon. C. E. Mapledoram, 
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MlVPLY OAD for? Pers Arthur, 
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Northwestern Ontario Development 
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Northwestern Ontario Federated 
Chamber of Commerce, and 

Northwestern Ontario Municipal 
Association. 
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THE CHAIRMAN: I think we might come 
to order now, Gentlemen. The next Submission 
is from the Rubber Association of Canada, which will 
Exhibit Number 175, for the record. Mr. Smith, 
if you will just start to present it, we are all ready. 


MR. SMITH : Mr.Chairman, and members of 
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Commission: The Rubbsr Association of Canada con- 


siders the present investigation by the Royal 
Commission on Canada's Economic Prospects as a study of 
the greatest importance to the future of this country 
and welcomes an opportunity to express its views, 

We realize that the sincere co-operation 
of industry not only may simplify the work of the 
Commission but also may contribute essentially to 
petter enndiris cenetne) bringing to light and solving 
of economic problems of great importance. In our 
opinion, this can best be achieved if we take a 
broad view of the situation and consider the problems 
of secondary industry against the general background 
of the Canadian economy. 

We have attempted to provide information 
and point out certain problems of the rubber industry 
which may be useful from the point of view of drawing 
a general economic pattern as it will develop or 
should develop within the next twenty-five years. 
Although in this pattern the rubber industry is only 
one of the factors, its fate assumes new significance 
if we recognize that the future of the rubber industry 
depends upon the same factors as the future of the 
manufacturing industry as a whole. Most of the 
problems besetting the rubber industry are common to 


almost all manufacturing industries in Canada, and 
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conditions favourable to one will more than likely be. 
favourable to all others. This fact enables us to 
discuss our problems in such a way as to emphasize 
their relevance to other manufacturing industries and 
so to show better the place of the rubber industry in 
the Canadian economy as well as the identity of 
interests of all manufacturing industries, 

One of the most basic problems facing 
this country now is the choice between a foreign 
trade policy leading to international specialization 
and a policy favouring balanced growth and industrial- 
tes tion ; 

A decision in favour of international 
specialization might have the most profound effect 
on the Canadian economy. For this country, inter- 
national specialization and free trade would have 
repercussions going far beyond the "economic adjust- 
ments" which are usually associated with this kind 
of policy. 

Economic theory envisages great advant- 
ages in specializing in the production of different 
goods in different countries and then exchanging them 
in international markets, The usual implications of 
this policy are that certain industries would disappear 
and domestic demand be met by imports while other 


industries would expand and produce for both domestic 
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and foreign markets. Under this theory the balance 

in manufacturing industries would be maintained and 

surplus labour in declining industries would be ab- 

sorbed by expanding industries without much transit- 

ional unemployment or other social disturbances. 
Canada's position, Rye ek is rather 

special and the mechanism of adjustment in our case 

is not likely to operate as smoothly as it does in 

theory. Free international trade would certainly mean 


for this country much more than an "adjustment" in 


| 
| one or two indus tries . An increase in the intensity 
of the competitive struggle for international 

: markets creates for us a problem of most serious 


dimensions since the fate of our entire manufacturing 


industry may be at stake. We have to carry on a 

pattie on two fronts: on the one hand, we have to 

) compete with low labour cost countries in Burope and 

| Asia ae oe thee other, we are faced with the mass- 

production methods and resultant low cost economy of 

; the United States. 

While our standard of living is mae MORALS 

comparable to that of the United States, our domestic 
market is small in comparison with that of our 
neighbours to the south and does not provide the 


advantages of mass-production generally enjoyed by 


American manufacturers. On the other hand, our 
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standard of living is higher than in Europe and Asia 
so that the labour cost differential in favour of those 
countries is great enough to give them a cost advant- 
age sufficient to more than offset transportation 
Deets; and so enables them to compete successfully 
with Canadian producers in our domestic market. 

These factors - mass-market in the 
United States and low labour cost in Europe and 
Asia - are peyond the control of the Canadian manufac- 
turer, and even if his production methods are most 
efficient and managerial talent outstanding, he 
still is unable to fight off the attacks of foreign 


producers on the Canadian market. Exponents of 


ing a step further and say that the logical conclus- 


. 
| international specialization may carry their reason- 
. for Canada is to become a primary producing 


country, to allow her manufacturing industry to decline 


and to rely on foreign producers for the supply of 
manufactured products. This, presumably, would 
enable Canadian consumers to purchase goods produced 
Broad and would eventually increase the demand from 
foreign countries for our raw materials. 

Although in theory there are advantages 
to be derived from this far advanced international 
Specialization, serious doubts can be raised about 


the advisability of this course even from the purely 
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economic point of view. The comparative cost advanta- 
ges of international trade which lie behind this theory 
presuppose a reasonably smooth operation of the 
mechanism of international trade, This is not to say 
that a state of perfect competition in international 
markets is a necessary requirement. y Reaaer = imperfect> 
ions of the market such as irregular supplies, a state 
of temporary monopoly position of certain foreign 
producers with relation to the Canadian consumer at 
certain periods of time, a lack of knowledge about 

and lack of continuity of service from available 
sources of supply, and other similar factors may, in 
the final analysis, substantially raise the cost of 
foreign manufactures to the Canadian consumer. At 
Masent: the existence of a well developed manufactur- 
ing industry in Canada prevents foreign producers 

from taking advantage of the Canadian consumer in 

the sense of trying to realize excessive profits in 

the short run rather than moderate profits over the 
long run. 


It is extremely difficult to appraise 


) in dollars and cents the gain, if any, to the Canadian 


} 
| 


) @ensumer that might result from allowing foreign 


manufacturers to enter the Canadian market freely as 


compared with the loss which would result from the 


lessening of competition in the Canadian market due 
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to the elimination of the Canadian manufacturer, This 
alone should raise serious doubts about the wisdom 

of carrying the principle of international specializa- 
tion to such an extreme as to make one contry a 
primary wivcabansir and another country a manufacturer 

of ready-made products. 

Even if the purely economic arguments in 
favour of one of these alternatives are not considered 
te be sufficiently strong to tip the scales one way 
or the ethers there are very important considerations 
of a social and political nature which should carry 


enough weight to help us to make up our minds as to 


what kind of economic policy will be most beneficial 


to this country in the long run. 

The economic adjustments resulting from 
@ decline in secondary industry and increase in prim- 
ary production in Canada would most likely be pro- 
longed and painful. If we allow foreign goods to 


flood the Canadian mrket the most imnediate effect 


will be a decline in domestic produdtion. Initially 
it my affect, and already has affected, a few 


industries. Gradually, however, more and more 


industries will suffer. The result will be obvious: 


bankruptcies, liquidations of business, migration of 


capital abroad in search of better investment oppor- 


tunities, and widespread unemployment. And all this 
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may happen at a time of thriving prosperity abroad, 
The exponents of international specialization will 
argue, of course, that there will be increased employ- 
ment in primary production and whatever excess popula- 
tion there remins may emigrate and find employment 
in more efficient and booming industries abroad. 
However, between the decline in domestic secondary 
industry and the pick-up in domestic primary product- 
Bion, there will undoubtedly be a time-lag, perhaps 
of many years’ duration. Besides, there is no 
certainty that foreign governments will heartily 

ie s.come the unemployed from Canada or that the un- 
employed will be too keen to leave their homes and 
migrate &broad in search of job opportunities, At 
pest this will create a social and political problem 
Of mostserious dimensions, Finally, it is very doubt- 
‘ful whether the people of Canada would accept a 
policy leading to such consequences of depending 

upon foreign manufacturers as long periods of unemploy- 
‘ment and declining population. 

) The crux of the matter se@ms to be 
whether the price which the Canadian consumer will 
Re to pay as a premium against the risk of being 

at the complete mercy of foreign governments and 
manufacturers is reasonable. It is obvious that 


the existence of tariffs my raise the price of 
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certain products to the Canadian consumer. It is 
equally obvious that in the case of our reliance on 
foreign manufacturers for ready-made goods the price 


to the Canadian consumer as a result of imperfections 


‘of the market may be much higher than now appéars 
probable to those who favour free trade and fail to 
take into consideration the very likely possibility 
of a pise in prices that the Canadian consumer would 
have to pay to foreign manufacturers in the absence 
of the domestic producer whose mere existence helps 
to keep the price down. To say the jeast, the gain 
appears doubtful, Furthermore, the loss resulting 
from the transition from secondary to primary product- 
ion will be of such dimensions that it may wipe out 
all possible gains to the consumer resulting from the 
currently lower cost of foreign manufactures. 

In sede; it appears to us that from the 
economic, social and political points of view combined, 
the advantages of balanced growth and industrialization 
far outweigh the disadvantages. Therefore, it seems 
that the present Canadian foreign trade policy should 
pe revised as socn as possible with a view to enabl- 
ing the Canadian manufacturing industry to survive 
until such time as the labour cost differential or 
size of the market considerations permit us to compete 


on even terms with foreign producers. 
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-6209- Mr. Smith 
The Canadian rubber industry may serve 
as a very good example of the dangers resulting from 
allowing foreign products to penetrate the Canadian 
market. In most lines at present we can hold our 
own. The rubber footwear industry, however, has 
suffered severe setbacks as a result of competition 
from extremely low labour cost countries, eebatian, 
Hong Kong. We feel that our production me thods are 
as efficient as any and that our workers posséss at 
ieast comparable skill and industry. However, the 
cost of labour differential is so wide that we do not 
have a chance to produce rubber footwear here as 
cheaply as it can be produced in Hong Kong. Actually, 
some manufacturers in Canada have been offered rubber 
footwear from abroad for sale in Canada through 
their own distribution channels at prices substantiaily 
lower than the cost of manufacturing such goods in 
Canada, From the point of view of making profits 
it is a rather attractive proposition. It would 
mean, however, that about five thousand workers 
currently employed in the rubber footwear industry 
would lose their jobs and the capital invested in 
rubber footwear factories would be lost. What is 
happening now in the rubber footwear industry could 
easily happen with other rubber products. There are 


Signs that certain foreign countries are expanding 
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their production and seriously thinking of increasing 
their exports of rubber goods other than footwear. 

The seriousness of the probiem becomes 
apparent when it is realized that the rubber industry 
not only ranks eighth among manufacturing industries 
from the point of view of value added by manufactur- 
7 and twelfth according to selling value of factory 
shipments, but that out of a total of seventy-two 
establishments thirty-nine are situated in Ontario 
and twenty-eight in Quebec. Ontario plants alone 
employ almost seventy-two per cent of all rubber 
industry labour and produce over cighty-one per cent 
of the entire output. This concentration of the 
rubber industry in the Provinces of Ontario and Quebec 
will make the problem of adjustment in case there is 
any serious decline in rubber production so much 
more difficult. 

In relation to all manufacturing 
industries the rubber industry produces close to 
two per cent of the gross value of production and 
employs almost two per cent of the total labour force 
in manufacturing, The growth of the industry can be 
seen from the comparison of gross value of production 
in 1933 when it amounted to forty-one point five 
million dollars and in 1953 when it rose to close 


to three hundred million dollars; the value of 
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production increased in this period almost seven times. 

There is every reason to believe that, 
given a favourable economic climate, the rapid growth 
of the rubber industry can be maintained over the 
next twenty-five years. It depends to a very great 
extent on the rate of growth in the car manufacturing 
industry which uses a large number of rubber producte; 
there are indications that the production of motor 
vehicles will remain high within the next twenty- 
five years. 

We forecast that passenger car sales 
will rise from an annual average of less than four 
hundred thousand new cars in the period 1955 to 1960 
to over nine hundred thousand in the period 1975 to 
1980 and that registrations will rise from an average 


of less than four million in the 1955-60 period to an 


“sawerage of more than nine million in the 1975-80 


period. Similarly we forecast that new truck sales 
will rise from an average of slightly more than one 
hundred thousand in the period 1955 to 1960 to nearly 
two hundred thousand in the period 1975 to 1980, 
while registrations will rise from an average of less 
than one million in the 1955-60 period to almost two 
million three hundred thousand in the 1975-80 period. 
On the basis of these forecasts, we 


calculate that domestic sales of passenger car and 
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) 
truck tires will increase from approximately six 
million six hundred and thirty-five thousand units in 
1955 to an average of fifteen million three hundred 
and sixty-three thousand units in the years 1975 to 
1980. On the assumption that prices remain ere 
dollar sales of tires and tubes should average about 

“# cour hundred and twenty milion in the 1975-1980 

period. 

Total sales of all rubber preducts will 
probably grow at a much faster rate than tire sales 
due to the fact that the proportion of industrial 
rubber products is constantly increasing. With new 
products coming into the market it seems reasonable 
to expect that by 1980 total sales of all products 
may come close to one billion dollars assuming no 
price inflation. 

However, the future size of the industry 
depends largely on developments in two important 
fields. One is the impact of new product develop- 
ment, the other is the impact of foreign competition 
on Canadian production. 

Constant improvements in the quality of 
of synthetic rubber give good promise that the rate 
of new product development in the future will not be 
substantially lower than it has been in the past. 


Great possibilities of expanding rubber 
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production lie in the field of highway construction. 
By the addition of a fine, dry rubber powder to 
asphalt it is now possible to build roads of greatly 
improved impact eidta Conde, flexibility, temperature 
stability and ageing characteristics. Also, rubber 
slabs can be used for smoothing out railway crossings 
thus reducing mintenance expenses to railroads and 
eiimina ting a source of irritation to motorists. 

Recent experiments with the application 
of passenger conveyors to solving the problem of 
pedestrian traffic congestion give very good promise 
of increased production in this field due to the 
almost unlimited possibilities of the adaptation of 
passenger conveyors for subways, speedwalks, and 
simijar means of transporting passengers in rail and 
bus terminals, airports, factories, large suburban 
shopping centres, public buildings, etc. Use of 
@nveyors can also be extended to long distance cross- 
country haulage of bulk materials. 

The recent invention of extremely low 
pressure pneumatic tire bags for driving over rough 
and rocky terrain, over soft and unstable ground, 
through sand, snow, ice or swamp, opens up another 
source of potential demand. 

Thereare also tremendous possibilities 


of increasing the production of mechanical rubber 
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goods as well as the number of new products in connect- 


ion with the tendency towards automation and great 
expansion of manufacturing facilities. 

A newer field of rubber industry product. 
development is found in rubber-like plastics which 
can be processed by machinery similar to that used 
for rubber. 

These are just a few examples of new 
product development possibilities. They do not, by 
any means, constitute an exhaustive list of such 
possibilities and can serve only as an indication of 
the potential expansion of the rubber industry. 

In spite of these development possibilit- 
ies the growth of the rubber industry in Canada can 
pe seriously impaired by foreign competition. 

The most serious danger faces the rubber 
industry in Canada from highly industrialized countries 
with labour costs lower than ours and especially those 
where rubber industries are well established. How- 
ever, in making our forecast of the future sige of 
the rubber market in Canada we have implicitly 
assumed that drastic changes in the Canadian economy 
will be prevented by appropriate changes in the Can- 


adian foreign trade policy. We have assumed that 
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changes in the foreign trade policy necessary to give 
our rubber industry a better chance to compete with 
foreign producers. An important factor adversely 
affecting our chances in this struggle with low oe 
cost countries is, to some extent, the North American 
way of life, The highly competitive nature of the 
free enterprise system prevailing on this continent 
contributes to the relatively high costs of distribu- 
tion. No reliable statistics are availavie but it 
appears that the ratio of distribution cost to 
manufacturing cost is much lower in Europe or Asia 
than on this continent. The fact that domestic com- 
petition in those countries is not so expensive as it 
is here lowers their overhead costs and so gives their 
products available for export an additional cost ad- 
vantage over goods produced on this continent. How- 
ever, it my be very difficult to offset this extra 
cost advantage that foreign producers have over us, 
since this seems to be the price the Canadian and 
American peoples are willing to pay to maintain our 
system of economic freedom and democracy. 

Another serious problem facing the rubber 
industry today is the question of conflict between 
the economically desirable and legally required 
degree of competition within the industry. 


From the economic point of view competit- 
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ion is desirable because it serves a certain purpose: 
as a result of the interplay of demand and cost 
competitive markets guide the flow of resources to- 
wards the most productive uses, provide incentives 
for innovations and product development and help 
reduce costs by the elimination of inefficient pro- 
ducers. In other words, competition protects the 
consumer by providing him with goods produced as 
cheaply and efficiently as the current state of 
technique will allow. 

However, economics also takes cognizance 
of the fact that there are great advantages in large- 
scale production and so recognizes the necessity of 
amalgamations if market conditions make it desirable. 
In every industry there is a certain size of firm 
which can be considered optimal from the economic 
point of view. The size of the market for the in- 
dustry and the optimal size of the firm determine 
the number of firms that will be required to meet 
the demand in the most efficient way. There is no 
sacred rule as to the number of firms that should 
exist in an industry. It may be many or few and the 
number may have to change as economic conditions 
change, For this reason an attempt to limit arbitrar- 
ily the minimum number of firms existing in an industry 


at a certain time may be equivalent to imposing upon 
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that industry the necessity of producing for the 
market through economically inefficient firms and thus, 
instead of protecting the public interest, may actua- 
lly contribute to the worsening of the position of 

the consumer. 

Similarly, there may be at times certain 
agreements which, although they seemingly aim at the 
elimination of competition, in fact might well improve 
efficiency and so lower the cost to the consumer, 
which, in the final analysis, is the main purpose of 
promoting competition. 

The basis of anti-combine legislation is 
the strong belief that in any free country competition 
is the best form of economic organization and so the 
right to competition should be protected. 

Although economics is responsible for 
developing this theory, most economists do not sub- 
scribe to this view as unconditionally as do the anti- 
combine legislators and the interpreters of this 
legislation. Basic thinking of those interpreting 
the legislation seems to be that the task of the 
court is not to consider the economic implications of 
the case but merely to decide whether or not there 
was a breach of law. Their justification for this 
approach appears to be found in the fact that economic 


considerations are so involved and controversial that 
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it would be impractical to attempt to adjudicate any 
case on this basis. However, these decisions have 
sometimes a great bearing on economic life and there- 
fore it is most important that economic considerations 
are, at least to some extent, taken into account, 

Canada has many sound economic reasons 
for modernizing her anti-combines law. More realistic 
legislation based on a sound economic approach may 
contribute substantially to the increased efficiency 
of Canadian corporations and so enhance their chances 
in the hard competitive struggle in the international 
market that lies ahead of us. It appears that in 
this struggle we are burdened with so many handicaps 
peyond our control that we just cannot afford to 
neglect an opportunity of improving our competitive 
position, especially if it also means lower cost to 
domestic consumers and better allocation of capital 
and other resources, 

The analysis presented above leads us 
to the conclusion that the following recommendations 
should be submitted for the consideration of the 
Royal Commission on Canada’s Economic Prospects. 

(1) In view of rapidly changing con- 
ditions in the international economy, an immediate 
and detailed study of the Canadian foreign trade 


policy should be undertaken in order to establish 
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what economic policy will best provide a favourable 
climate for the growth and development of secondary 
industry in order that Canada may enjoy continuous 
balanced growth, progress and prosperity and what 
changes in our foreign trade policy are required for 
the most effective implementation of this policy. 

(2) To protect the public interest a 
study should be made with regard to possible changes 
in anti-combine legislation to take into consideration 
actual changes in industry and commerce which have 
occurred since the original legislation was enacted 
in 1889. The whole Act should be redrafted and 
modernized. 

(3) A Department of Economics headed by 
a cabinet minister should be created for the Purpose 
of carrying on continuous studies of population, 
national income and other general economic indicators 
poth here and abroad. These studies and forecasts 
should be made available to the public and an effort 
should be made to popularize the knowledge of econom- 
ics and to establish regular contact and exchange of 
ideas between the government, businessmen and pro- 
fessional economists. Consideration might well be 
given to making the Dominion Bureau of Statistics a 


division of this department. 
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THE CHAIRMAN: Thank you very much 

Mr. Smith - just on that last point of yours, the 
Department of Trade and Commerce, of which the Dominion 
Bureau of Statistics is a part, is already de dive: 
Is it your considered opinion that there should be 
a third department to deal with these matters? I 
would have thought that it would have confused the 
issue, rather than helped it. 

MR, SMITH : Well sir, I think our 
idea is that that type of work should be concentrated 
in one department, possibly also, carried further than 
it is, and more of their work, or the results of that 
work, should be published and readily available. 

THE CHAIRMAN : Still on that point, 
the economists in the various government departments, 
but headed by the Trade and Commerce Department, do 
hold periodical meetings with so-called business 
economists, at which meetings views are exchanged. 

I don't suppose we will ever get all the information 

we would like to have, but we do get so much more now 
than twenty years ago, that there really is no comparison 
between the twoperiods. Certainly, if we could get 

a little more information sc woele be helpful, but, 

at the same time we have made a tremendous amount of 
progress in that direction. However, I won't 


pursue that. In your submission you have dealt 
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at quite considerabie length with the question of 
imports and the difficulties which those imports 

are creating for the rubber industry, but it seems 

to me that, to deal with the rubber industry intelli- 
gently, you have to break it down. For instance, 
tires would be much the biggest proportion of the 
industry, I presume -- what percentage of the whole 
industry would tires represent? 

MR. SMITH: Roughly half of the total 
dollar production of the industry. 

THE CHAIRMAN ; Well are there any 
importations of tires, to speak of ? 

MR. SMITH : Quite substantial, 
and increasing. 

THE CHAIRMAN ;: From where ? 

MR. SMITH : Mainly at the present 
time from the United States, but certain quantities 
and certain types, coming in from France. We have 
reason to believe that Japan is beginning to show 
interest in this market, also, for tires. 

THE CHAIRMAN ; Are they exporting 
to Canada yet ? 

MR. SMITH : I don't think the statis- 
tics yet reveal any imports from Japan, but I under 
stand, however, that a Japanese tire manufacturer has 


established a selling agency in Vancouver, and presumably 
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they are just exploring the market. 
THE CHAIRMAN ;: What percentage of 
Canada's imports would be accounted for by imports 
of tires to date? 
MR. SMITH 2 I would say up to date 
it is rather small - it would not exceed five per cent. 


MR. BERKINSHAW: The figure in our 


| 

) total is eight per cent of the total demand for 

| rubber products being imported - I don't think it is 

| broken down into the matter of tires etc. 

| THE CHAIRMAN ; I can well imagine 

| that it would be, if you include other rubber products, 

) but I am just surprised in the case of tires, where 
the advertising from American business is so important. 

) MR. BERKINSHAW : The brief was submitted 

| to you - do you have your copy there ? It shows that 

| importations of tires and various products into Canada 

-- have you got the page for reference, Mr. Smith ? 

| MR. SMITH : Well, that is in terms of 
dollars, of course -- 

THE CHAIRMAN ; Well , really what I am 
looking for is, whether the importing of tires is an 
important percentage ? 

MR. BERKINSHAW : It is increasing to 
a considerable extent, particularly in the last few years 
and I am trying to find the statement here -- 


MR. GUSHUE: I think it is on page 23. 
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THE CHAIRMAN: Well, that doesn't 
Show tires --~- 

MR. GUSHUE ; No, they haven't broken 
it down. 

MR. SMITH ;: On page 59 sir, in the 
brief, it shows certain importation figures. In 
Nineteen fifty four, four million dollars worth of 
tires were imported,in the eight months of Nineteen 
fifty five, four million, seven hundred and nineteen 
thousand dollars' worth - and I have here somewhat 
later figures, in the ten months of Nineteen fifty 
five, six million, one hundred and sixty five dollars' 
worth of tires were imported. Four hundred and 
sixteen thousand units. 

THE CHAIRMAN; Well can you tell 
me how the cost of tires compare in Canada with the 
United States and the United Kingdom? 

MR. BERKINSHAW : You ask that 
question Mr. Gordon - and that point is covered, I 
think, in the matter of costs in this brief, I believe 
on page seventy six. "Costs, Profits and Capital". 
We attempted to make some comparison, but in getting 
into the facts and the study of it, we found that we 
encountered so many difficulties,it was really very 
dangerous to make any actual comparisons, because the 
data necessary for comparison is largely of a confiden- 


tial nature. There are, moreover, no reliable 
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statistics published, and even if reliable statis- 
tics were published, it still would not be possible 
to make any significant comparison since any comparison 
would be, in our opinion, inclined to be misleading. 
Rubber manufacturers produce a great variety of items 
and the proportion of each item produced, varies 
considerably from plant to plant. 

. “PHE CHAIRMAN : I have read the brief, 
Mr. Berkinshaw, you were kind enough to send your 
brief in, well ahead of time. 

MR. BERK INSHAW : Yes. 

THE CHAIRMAN; I think we are all very 
grateful to you, and I wouldn't like you to think 
that I had not read it. 

MR. BERKINSHAW: Oh no, no - that's 
fine, I appreciate that you have read the brief. I 
just wanted to bring out that point, but if you would 
like to take it from my experience, on an average the 
percentage for Canada would be about fifteen per cent 
higher. 

THE CHAIRMAN: Fifteen per cent ? 

MR. BERKINSHAW ; Or more, due to the 
factors brought out -- that is just a rough figure. 

THE CHAIRMAN : The other day Mr. Goss 
of the Canadian General Electric was talking to us 


about the optimum size of plants in mass-producing 
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refrigeration plants,and that sort of thing. In 
a tire plant, is there any optimum size ? 
MR. BERKINSHAW : It is difficult 
to answer that,I think -- 
THE CHAIRMAN: Well, if Goodyear had 
all the business, would itbe a good thing ? 


MR. BERKINSHAW: No, I don't think 


it would be. 

THE CHAIRMAN: Mr.Funston says no. 

MR. BERKINSHAW : No - with this 
gallery behind me! It would be true, however, that 


there is a size of plant you couldn't put up; it would 
be foolish to try and put up a plant which would 
produce say a hundred and fifty tires a day; it 
wouldn't carry the capital investment, which would be 
So great. You wouldn't make any money on it. 
However, as to how large a plant should be before it 
Stopped growing, that is rather difficult to say. 

THE CHAIRMAN ;: What I would like 
to know, really,is this -- are there too many people 
making tires in Canada, to produce them as cheaply 
as they could perhaps be made, if there were fewer 
companies ? 

MR. BERKINSHAW: Well, I think in 
answer to that, I would just say that if you could 


get long runs - mass-production runs of certain tires 


which would run in volume, you could considerably 
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reduce the cost. In our plant we make something 
like six hundred different tires, and sizes of tires, 
which of course, does affect your cost. 

THE CHAIRMAN : I am not just thinking 
of tires, but this question runs through an appraisal 
of the secondary manufacturing industry in Canada, 
where there is a small market, and we started off with 
a good many industries and a great number of companies. 
Now, it is suggested that in some industries there are 
still, in fact, too many companies trying to serve a 
relatively small market, and if we are going to cut 
down our costs in this country, there is room for further 
amalgamations, or mergers, or concentrations - whatever 
word you like to uSe. It has been suggested that 
that is the fact in some industries and I was wondering 
whether it would be true in yours, except for the contributing 
factor ----and I may be wrong about this---- but as I 
recall, off hand, all the companies in Canada who make 
tires, are subsidiaries of, or affiliated with British 
or American car manufacturers. Therefore the oppor- 
tunities for amalgamation are not too apparent, shall 
we say ? 

MR. BERKINSHAW ;: Yes. Each one of them 
naturally wants a share of the market, as they have had. 

THE CHAIRMAN : Well, each want a share 
of the market, but does that necessarily mean the share 


is going to be too small to permit the maximum economies 
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of manufacture? 

MR. BERKINSHAW ; Well, there is a 
contributing factor that comes into this picture, 

I think -- and that is the competitive factor. It 
depends whether there is an opportunity, from an 
economic point of view, for that particular industry 
to invade that market, and if it cannot survive, it 
drops out. It would seem to me, natural, that if 
you try to regulate the number that should be in an 
ppsggece. or expanding, or anything like that, that 
you would run into an awful lot of complications. 

THE CHAIRMAN : No - I wasn't thinking 
of regulation at all, Mr. Berkinshaw, I want to get 
down to this question of imports, but, as far as the 
tire industry is concerned, that was fifty per cent 
of the whole industry -- you say it is fifty per cent? 

MR. BERKINSHAW: Yes - roughly -- 

THE CHAIRMAN : But would you not agree 
that one of the important fields for importation 
and where importation is particularly danaging, I 
Suppose, is rubber footwear ? 

MR. BERKINSHAW : That is where it has 
given trouble - very severely - to date. And these 
companies that make footwear, have had their operations 
very drastically curtailed, as a result. I think 
they are now supplying about fifty per cent of the 


market. 
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THE CHAIRMAN : And what about mechani- 
cal goods-- are importations as serious there ? 

MR. BERKINSHAW : They are not as 
marked -- importations of mechanical goods mainly come 
from the United Kingdom, which are largely under the 
Special, preferential rate of duty. It is not as 
marked as it has beenin the footwear industry. Mr. 
Smith has now drawn to my attention that on the subject 
of mechanical goods, in the matter of belting for 
instance, over the ten months ending October Nineteen 
fifty five, there were a substantial amount of imports 
from the United States. 

THE CHAIRMAN : Going back to tires, 
for a minute, has the trend towards brands, put out 
by some of the department stores and so on, or the oil 
companies, tended to reduce your profit margin ¢. OFF 
don't mean your company, but the industry eA. 
You produce these brand tires for them, I suppose? 

MR. BERKINSHAW : Speaking for my 
company -- perhaps I shduld let Mr. Smith answer that 
question -- but we don't make any special brand tires. 
There are, however, a number of companies in Canada who 
do make them . 

THE CHAIRMAN : Would they make the 
Same type ? 

MR. BERKINSHAW : Well it has had an 


effect on the general level of the market price - and it 
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has become a growing segment in the tire industry 


- it is quite substantial -- the differential between 


the published prices of standard brands and those of 


special brands. 

| THE CHAIRMAN:- Where does your old 
babyat Betvier’ fit into this picture ? Has it grown 
up to be a frankenstein in the industry ? 

MR. BERKINSHAW ; Oh no - it is the 
industry's sole ite of supply for synthetic rubber, 
Mr. Gordon. There are some special types which 
Polymer doesn't make,and there is a certain amount of 
importation of those types, but it is basically the 
source of supply eameiaxé eins rubber for all the rubber 
industry in Canada, and it has fulfilled that role 
very, exceptionally well. There have been times when, 
due to the fact that Polymer has developed a very 
Peieaeiei: export trade, that they have over-sold the 
capacity of the plant, when the price of crude rubber 
began to rise, demands for synthetic rubber increased. 
There has, therefore, been some adjustment period, but 
by and large, it has been a very satisfactory and excep- 
tionally happy aseeoiseben: 

THE CHATRMAN : You are pleased with 
your product? 


MR, BERKINSHAW : I think so. I am quite 


pleased with it. 
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MR. GRAUER : On page six of this 
brief, you say,"it therefore seems that the present 
Canadian foreign trade policy should be revised as 
soon as possible, with a view to enabling the Canadian 
manufacturing industry to survive, etc. etc. " That 
came after discussion of the two points you made, 
International stabilization and United States industrial- 
ization -- I take it from that, that you feel that 
the present Canadian foreign trade policy is tending to 
put, if not the rubber companies, at least some companies 
in Canada, out of business - is that a fair deduction? 
MR. SMITH : Yes, I think that is true; 
at the present moment, the rubber footwear industry is 
being very seriously threatened with extinction within 
two or three years, unless steps are taken to stop or 
to check or to limit imports from such areas as Hong Kong 
and Japan -- in fact, quite possibly, you have noticed 
in the newspapers, just at the start of this week, 
that one very large and old-established Canadian 
manufacturer of rubber footwear has decided to close 
out his rubber footwear business. 
MR. GRAUER ; What proportion of the 
sales of the industry is represented by rubber footwear? 
MR. SMITH ; At the present time, 
possibly ten per cent. 


MR, GRAUER : Is it the type of 
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industry that one can go into and out of quickly, 
or is the type of industry where there is a consider- 
able capital investment ? 

MR. SMITH : There is a very considera- 
ble capital investment required. I understand - or 
I have heard it said - that, to establish a rubber 
footwear plant of a reasonable size, large enough to 
have a chance of succeeding in the market -- would 
require an investment of about two and one half million 
dollars. 

MR. GRAUER : You would think ordinarily 
it would have a relatively small labour content, in 
an industry like that, where you have quite a con- 
siderable capital investment. 

MR. SMITH : No, on the contrary it has 
a very high labour content - possibly, of all rubber 
products, it can least be mechanized. 

MR. GRAUER ; Then that is why the 
competition is coming from Hong Kong. 

MR, SMITH : Yes, that is why. I believe, 
possibly, over the average of the whole rubber footwear 
industry - even in your most highly mechanized 
Canadian and American plants - as much as fifty per 
cent of your cost, is labour. 

MR. GRAUER - On page seven there are 


some growth statistics given from Nineteen thirty three 
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to Nineteen fifty three. Now having in mind that 
Nineteen thirty three was a depression year, if you 
took say Nineteen twenty three, to Nineteen twenty 
nine, would that show any material change in the growth 
trend ? If you took,possibly Nineteen twenty nine 

as your base year, instead of Nineteen thirty three, 
what would your situation be ? 

MR. SMITH - I doubt sir, whether I have 
those figures with me. 

MR. GRAUER : Well let us do it the 
other way then - was Nineteen thirty three a substan- 
tially worse year than, let us say, Nineteen Twenty 
eight ? 

MR. SMITH : I would definitely think so 
- I seem to have a vague recollection that until just a 
few years ago - we produced more tires in Canada in 
Nineteen twenty nine than in any year until about some 
time in the 'Fifties. 

MR. GRAUER : That is what I was getting 
at - you showed a striking trend in these years but I 
think it is not quite that Steep. 

MR. SMITH : Yes - I think very possibly 
it could be slightly misleading in the impression given 
by choosing Nineteen thirty three. I think it was done 
that way because it happened to be the earliest year 


shown in the latest copies of the Dominion Bureau of 
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Statistics Reports, but if you wish to go back, sir, 
I will gladly send you the Nineteen twenty nine figures. 

MR. GRAUER : Thank you very much. 

On the following page, reference is made to total sales 
in Nineteen hundred and eighty - it says that there 

will be a very decided increase; Making the usual 
assumptions about the industry being in much the same 
state from the point of view of legislation as it is 
now, as you grow towards this one billion dollar size 
in Nineteen eighty -- is this industry capable of 
making important economies, with the larger scale of 
production or is it the type of industry where you 
don't make very important economies as you grow in size? 

MR. BERKINSHAW : I am just wondering 
what you mean by economies -- 

MR, GRAUER : I was thinking of your 
competitive position; by economies I mean your unit 
cost, Mr. Berkinshaw ? 

MR. BERKINSHAW ; Yes - well as you 
grow in size, or as you arable to get longer runs of 
certain similar types of product, so you can reduce 
your cost - your unit cost. I would assume that what 
would happen here, is that Canada would sort of follow 
the pattern that has been established in the United 
States, where they have a large market - that plants 


would be put up that, for example, would make three or 
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four, or four‘or five, different sizesof tires, with 


long runs on them,in order tokeep costs down. 


MR. GRAUER : There would be quite a marked 


reduction then ? 

MR. BERKINSHAW : But there is no market 
now, to provide for that. 

MR. GRAUER : No. 

MR. SMITH ; Is it not possible, also, 
sir, that a larger population might conceivably mean 
important economies in distribution ? | 

MR, BERKINSHAW : Oh yes, that's right of 
course, because, we could then follow in that pattern, 
in that we would locate the plants as close to the 
market ae beadible. 

Pe can eeciues youl vend tand ce riers wie 
gap then, would you, as between Canada and the United 
States, in production costs ? 

MR. BERKINSHAW : If you had similar 
characteristics. 

MR. GRAUER: I am using this assumption 
of sales, which you make, for Nineteen eighty, of one 
billion dollars; there would be a tendency between now 
and Nineteen eighty, to close the gap, would there not? 

MR. BERK INSHAW > Yes, I think there would 


be a tendency to get closer to that. As far as the 


matter of unit costs is concerned, if you have a larger 
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market, as in the United States, where of course 
the industry is protected by the creation of a 
favourable climate for development of the industry-- 

MR. GRAUER : Yes, I am making that 
assumption for the purpose ofthis conversation. 

MR. BERKINSHAW ; Yes. 

MR. GRAUER: When you lower your unit 
costs, would that trend apply equally to rubber foot- 
wear, or is it in a different category ? 

MR. BERKINSHAW : I am not in a position 
to spéakon that -- I doubt if you could. It would be 
very difficult to compete with a six cent an hour Labour 
cost, when you have to pay a dollar forty five, approxi- 
mately, for it here, even with the most efficient 
equipment and management. 

MR. GRAUER ;: I am talking really 
about the size of market now, I am not introducing 
the wage factor. If you had a considerably growing 
market over the period of the next twenty five years, 
would that effect the unit cost in the rubber footwear 
industry, as much as it would the other parts of the 
rubber industry, tires for instance ? 

MR. BERKINSHAW ; Well perhaps some of 
the manufacturers who might be here would like to 
speak to that. 


MR. GRAUER ;: Yes, certainly. 


- , &iae o he apace 1 22 
~-ytseubat sid to tacmgoteved t otemt. 


by “gad? gabiam ms I eet ; ADARD A a 
‘(> es : oun; Aol! A, ae £o 
motisereva0o etd to once edt sol ¢ 


= 


at «wi areean ae 
BeY ; WANEM TRAE AM 
« i eo = ot 
ttas mwoy tewol HOY nodW :ARDARD . 2 | 


-toor teddux od vLLaupe ylgqs basad das od hax .a7ac 
| $ ewsansec jnersTith 8 us +h ee “0 =< 
aottteoq s at tom me I : WAHEMINABE ae | wa 
ed biyow tt .bf{woo soy tL dduob I -- anes ao Aseqga of 
iwodal nod ris dime xte s djiw edeqmoo id #iuok1tb quer 
| -~fxorggs .evit yiarot =afob 8 yaq oF jauel VOY noes tee 
tneloltie Jeom edd dtlw aeve ,eten Jf 10% vag 
. - | . Jaemegsaam ‘bas tnonqtupe | 


7 ; = 


ylfsex aaniiiet me IT + ANVARD .AM 


‘wie of 
gatoubortat gon ms I .wom Sechram 0 ezle edd suede Ate 
saftworg yidetebtenoo s bad voy tI -totosi sysaw edi = 
ity ta + 

e1sey svit yioew! Sion edd ‘to hotiteq sis tevo teutsay 


. 


sBewloolt usddut sdi ot tsoo tinu sedi jostta wadz seas . 


siz %” ajusq vadto edt hte st BS. dom 88 oceubad 


¢ sonstant 10% sextt ‘oactaes seddig a 
to smoea eqsireq [foW +: WAH@MIMASE .AM- rie 


o¢ soll bluow sited o¢ tigim onw sisivtosiuasm edd 


.tadt ot useqs 


VLatstxe9 .8eY : HAUAHD .AM 


—————— ee 


-6236- Mr.Smith 


MR. THACKRAY : Yes sir, I would like 
to answer that question, if I may. I think it would 
have, as far as the rubber footwear industry is con- 
cerned; with the high percentage of labour content, 
volume is less of a factor in the cost, than in the 
case of tires. And the difficulty with the fifty 
per cent labour content, or thirty five to fifty, at 
one and a half dollars an hour, as against ten cents 
an hour, for the same labour content, is that it is 
a gap that we can't bridge, and we will be extinct 
before that volume arrives. 

MR. GRAUER: Well when there is a high 
labour content of course, if technicological improvements 
come along,this problem might then be met ? 

MR. THACKRAY ;: Well of course we are 
working very definitely on that phase of the business 
right now. We have very extensive research and 
development departments who are going into a considerable 
amount of detailed research, and have done over a 
period of years, with respect to the automation of 
methods, but the manufacturing of parts for footwear 
is very difficult to mechanize. That is our diffi- 
culty against the Hong Kong and Japanese labour. 

MR. GRAUER ; I gather you think there 
is some hope along the mechanization path, but not 


too much - is that the situation? 
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MR. THACKRAY :; Yes, we are quite 
definite about that - there is not enough, and we 
of course, also make tires, but we think there is 
nothing to stop - over a period of years - the sale 
of tires in Canada produced in Japan, with the same 
labour differential. That is not quite as serious, 
it is true, by virtue of the fact that labour content 
in tires is substantially less than the labour content 
in footwear. However, it is also certain that the 
Japanese can produce footwear, so who is to say they 
can't produce tires? 

MR. GRAUER : In your forecast of one 
billion dollars in Nineteen Eighty, to what extent, 
if any, did you take into account the various develop- 
ment Bosaibilities that are mentioned on page ten, 
at the bottom of page ten ? 

MR, SMITH ; Well, we are counting on 
new products being developed at about the same rate 
which they have been developed in recent years. 

MR. GRAUER: It is based on historical 
experience then ? 

MR. SMITH : Yes, 

MR. GRAUER ;: Do you suggest that the 
future will see products developing at a faster rate - 
how do you think your experience will work out ? 


MR. SMITH : Well, that is quite a hard 
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question to answer - definitely I think we can as- 
sume that new products will be developed at about 

the rate that they have been in our experience, in the 
past. 

MR. GRAUER: One hears so much stress 
on research in these days in the new world, and the 
basic discoveries that have been made with the aid of 
physics and chemistry - I was wondering what the 
effect of that factor would be in the field of new 
products - do you think it would be about the same rate 
as in the past ? 

MR. SMITH : Well that is about the best 
assumption we can make. 

MR. GRAUER ; That is the safest oe, 
anyhow. 

MR. SMITH : The safest. 

MR. GRAUER: Then, turning to page ten, 
you do go into certain factors relating to low labour 
content, and apparently this is tied in with the type 
of political systems that exist elsewhere. You say 
"however, it may be very difficult to off-set this extra 
cost advantage that foreign producers have over us, since 
this seems to be the price that Canadian and American 
people are willing to pay to maintain our system of 
economic freedom and democracy." One hears a good 


deal about free competition, for instance the experience 
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of the rubber industry which my firm has - is that 
competition appears to be very keen. 

MR. SMITH : Thank you sir, 

MR. GRAUER :; You would have factors 
like that, would you not, working the other way ? 

MR. SMITH : Well, I suppose that is 
true, but on the other hand, I think the American and 
Canadian people have come to demand much more in the 
way of service - and very extensive service - from 
Suppliers; far more than people in Europe and Asia 
expect. 

MR. GRAUER ; It is a very general 
field in that respect then ? 

MR. SMITH : Yes. 

MR. GUSHUE : On page six of your summary 
and also, to a greater length in your brief, you refer 
tothe necessity of revising the Canadian foreign trade 
policy; "to enable the manufacturing industries to survive" 
- on the same page you say " in most lines at present, we are 
holding our own" . I take it that revision means towards 
a greater protection of the industry in some of its lines 
-- are you able to say what particular portions of the 
industry that applies to ? 

MR. SMITH : Well of course, the one 
that is in most wad igte trouble is rubber footwear. 
However, there are other lines, as we have indicated in 


our brief, which are experiencing a very rapid rise in 
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importation. I can think of one, the rather minor 
line, for example, of bicycle tires, which is ex- 
periencing a very rapid rise in imports from West 
Germany and the Netherlands. I recall reading, 

not very long ago, in a Report by the Canadian Trade 
Commissioner in the Netherlands, that the average wages 
in the Netherlands' manufacturing industries, is 

some seventeen dollars a week for a man and ten dollars 
a week for a woman. I see no reason to believe that 
Canadian workers are inherently more efficient ormore 
industrious, or more intelligent than the German or 

the Dutch, or that there is any magic way in which 

the Canadian Manufacturers can make their plants more 
efficient than the Dutch or the German plants. 

But these increases have reached the point where, 

quite recently , one of the few remaining Canadian 


manufacturers of bicycle tires got out. They felt 


it was just unprofitable - or too little profitable - 


to be worth while to continue in business. We have, 
as you see, substantial increases in the fapsrtaeton 
of industrial rubber products from the United States, 
mats and matting, gaskets, and hoses, belting etc. 

In those cases the proportion of imports into Canada, 
to the Canadian production are not yet as high as they 
are in items like footwear and bicycle tires, but they 


are rising steadily, and that is the disturbing point. 
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MR. GUSHUE : We have heard varying 
views, aS you can appreciate, from one part of 
Canada to the other, ranging from a completely free 
trade to greater pratection - and it is very nice to 
get an answer to specific points. I wonder if you 
would deal with your rubber footwear industry, and 
specifically suggest an answer to this question, that 
could possibly be put -- for we still have some further 
sittings, and very often these points are picked up 
from one sitting to another. You mention on page seven 
that about five thousand workers are currently employed 
in the rubber footwear industry, I take it that is not 
full time in rubber footwear. It is conceivable that 
we might be faced with the argument that, say ten 
million people in Canada wear rubber footwear -- I 
don't suppose babies do, so we will make it ten million -- 
would it be putting the price of rubber footwear up, 
to those ten million people ? Would you care to deal 
with that possibility ? 

MR. SMITH : Yes, I have to admit that it 
would. 

MR. GUSHUE : You see, this is the sort 
of thing we are likely to be faced with. 

MR. SMITH ; Well, in the case of rubber 
footwear, which is essential in a country with a climate 
such as we have, we don't believe that it is advisable 


that Canada should depend on Hong Kong or Japan or 
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Czecho-Slovakia for supplies of rubber footwear. 

MR. GUSHUE : That would be your answer 
to the problem then. Just one more question, on 
page nine you refer to the great possibilities of 
expanding rubber production in various ways -- in 
highway construction,in passenger conveyors, and in 
many other branches. How immediate is the possi- 
bility of these things coming about in large measure? 

MR. SMITH : Well they are all in the 
stage where actual experiments are being conducted 
-- there are a number of test roads in Canada in 
several of our provinces; there are quite a number in 
the various states of the Unjted States and.they are. 
going through a number of Eeeéuecs countries and in 
Malaya and in Indonesia. I believe in some cases 
that test roads have been laid long enough to make it 
possible to evaluate the efficiency of the new 
rubber asphalt roads, and I presume it is now a question 
of convincing Highway Authorities that they should 
adopt this new product. In the matter of passen- 
ger conveyers I understand that one at least has been 
erected in the United States, in New York, and I 
believe it is quite successful. 

THE CHAIRMAN: What effect will that 
have on the tire industry ? As Mr. Grauer has just 
said to me, they won't wear out as quickly -- 


MR. SMITH : I don't think that these 
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passenger conveyors will be very likely to affect 
tire sales. 

THE CHAIRMAN : I was thinking of the 
highways. 

MR, SMITH : Oh - the highways. 

MR. BERKINSHAW ; Would they make 
tires run longer ? That would be a very difficult 
question to answer. 

MR. GUSHUE: I think it is an irrelevant 
question! 

MR. STEWART: At any rate, it is a pos- 
sibility that these things will happen - they are not 
just remote possibilities ? 

MR. SMITH: Oh no, sir - no. These 
things are actually working today - it is just a question 
of popularizing them. 

MR. STEWART ; How many firms in Canada 
are making tire casings ? 

MR. SMITH ;: Seven or eight - depending 
on whether -- well perhaps Mr. Berkinshaw would like to 
answer that ? 

MR. BERKINSHAW: Well, there is one tire 
company thathas its tire casings made by another manu- 
facturer. 

MR. STEWART ; How many plants have 
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MR. BERKINSHAW : How many plants 
making tires ? 

MR. STEWART: Yes. 

MR. BERKINSHAW : I don't know; there 
are seventy two establishments in total, but I 
couldn't tell you how many there are just working on 
that. About nine I think. 

MR. STEWART ;: Nine plants -- have 
there been any recent entries into the industry - new 
firms ? 

MR. BERKINSHAW : There is one company 
that has started to do business in Barrie, within 
recent years - they have commenced in the rubber in- 
dustry, but I don't know the extent of their production. 
They are not looking at the standard items, they are 
looking at the specialized items. 

MR. STEWART ; In rubber footwear, 
would some of those companies make tire casings ? 

MR. SMITH : In one case. 

MR. STEWART : Only in one case ? 

MR. SMITH : At present, yes. 

MR. STEWART ;: The others are separate 
firms ? 

MR. SMITH : Until very recently in two 
cases, but, as I mentioned, one company decided to 
get out of business, so now there is one company that 


makes footwear, and also makes tires. 
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MR. STEWART ; What is the advantage 
of using the tariff as a means of protection against 
a straight prohibition ? What I mean is, should we 
simply prohibit the importation of rubber footwear from 
Japan and be done with it ? 

MR. SMITH : In theory, probably not, 
except this, that the tariff seems to be the accepted 
way in our present foreign trade policy; as a 
matter of fact, in the case of rubber footwear, we 
realize that a tariff is not the answer and cannot be 
the answer. The differential in price is so extreme 
that it would be ridiculous to impose a tariff rate that 
would permit us to survive,in that case. 

MR, STEWART ; Why do you say that? 

MR. SMITH ; I say that because Hong 
Kong footwear can be landed in this country, vaty 
paid, at about half the cost of producing such footwear 
in this country, and I just can't envisage a tariff rate 
of about two or three hundred per cent, say. We feel 
that what is necessary in that case, is an import 
quota. 

MR, STEWART ; In a static situation, 
that is where the domestic demand is not increasing 
as a given quantity and at a price at which you can 
sell a commodity - under those conditions, any importa- 


tion would reduce the domestic: production ? 
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MR, SMITH : Yes. 

MR. STEWART : And in that situation 
what sort of a quota would you want ? 

MR. SMITH : Well, we have not actually 
got down to the details on that. We have suggested 
that a quota would be the answer, based on average 
importations in say,a recent three year period. 

That is to say, -- 

MR. STEWART ; To stabilize the level 
of importation, that is ? 

MR. SMITH: Just to stabilize the level 
of importation. 

MR, STEWART : No inerease. 

MR, SMITH ;: Well of course, one of the 
difficulties of the situation for the Canadian manu- 
faetturer, is that he simply cannot plan ahead; Canadian 
manufacturers are faced with this constantly increasing 
flood and the production of footwear has to be planned 
in a@dvancé; you have to produce in advance of your sale. 
It is rather a difficult position for any manufacture 
to find himself in - to put out millions of dollars 
into an inventory,with no certainty whatsoever that 
he will ever be able to sell it. 

MR, STEWART: Supposing the domestic 
market is increasing, what sort of quota-arrangements 


would you consider reasonable in that case? 
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MR.SMITH : Well - if the domestic 


market were increasing, it might be reasonable to 
assume that the import quota would increase with the 
increase in the market. We don't ask for one moment 
to be given - nor do we feel - that we should be 

given a monopoly of the Canadian market. We are 
quite prepared to admit that trade has to be a two-way 
proposition, but we still feel that we bear a little 
more than our fair share of the burden of making it 

a two-way proposition in the footwear. 

MR. STEWART : I take it, as far as the 
Static situation is concerned, that you don't want 
any more importation? 

MR. SMITH : Oh, certainly not, we 
have already lost more than half of our market, of 
Canada's market in footwear, and fifty four per cent 
of the market in Nineteen fifty five, was going to 
be supplied by imports. That is on top of a 10SS of 
the South American buyers of exports, that we had 
built up over fifty years. 

MR. STEWART : And if the domestic 
market is increasing, you would like to have an increas- 
ing share of it ? 

MR. SMITH: ‘Yes\s sir. 

MR, STEWART : There is a problem there, 
though? 


MR, SMITH : Yes, oh yes. 
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MR. STEWART: In many parts of the 
country, as we have been moving around, we have heard 
of the great resources in our oil, and in our forests, 
and in mining, the mineral areas in this country, and 
s0 On. We are apparently pretty well stocked with 
that kind of material. Now the argument which has 
been advanced to us, is that in order to develop these 
resources it is also necessary to have a fairly large 
market, either a market for the raw material itself, 
or for the products which could be manufactured here 
from the raw material. Do you feel that in Canada's 
future there is a place for the expansion of these 
activities ? 
MR. SMITH ; Primary industries and 
industries based directly on primary resources? 
MR, STEWART : That's right. 
MR, SMITH : Oh ~- most certainly sir. 
MR, STEWART ; They do need, apparently, 
a large market, and in order to get the capital investment 
to develop them, it seems tobe necessary to have a fairly 
substantial and growing export market for them? 
MR. SMITH ; Yes, that's right. 
MR. STEWART ; Are we going to give 
these things away, or are we going to expand them 
and if we are going to give them away - what are we 


going to get in return for them ? 
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MR. SMITH : Well, I don't think it 
necessarily follows that the amount of production 
which our secondary ialids Peres develop, will necessarily 
deprive the primary industries of such export markets 
as they need. We feel that this country is going to 
develop properly, as it should, and will develop a 
balanced economy of primary industries and secondary 
industries; and dim any case, raw materials generally 
do not face tariff barriers. 

MR. STEWART ; But doesn't it seem 
as if there is a problem here, with the rate of growth, 
if we are thinking of a balanced economy Ks You are 
saying that we should anticipate the growth of these 
industries - the question is again, a question of rate, 
and in the discussion that we had earlier, about the 
expanding domestic industry, that seemed also to boil 
down to a question of rate + so that, is it not basically 
a problem of trying to balance the rates of growth in 
one or the other field, and so meet the question of 
imports ? 

MR, SMITH : Yes, well I suppose it is 
a question of rates of growth in the two segments of 
the economy--but the point is that, under the present 
tariff policies, secondary industries might have no 
growth - in other words, they might diminish in size 


as our footwear industry is diminishing in size. 
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MR. STEWART : Yes,I was just trying 
to see if we could clarify the basic problem which 
we have. 

THE CHAIRMAN ;: Thank you very much 
Mr. Smith. This has been a very interesting submis- 
Sion and we are very grateful to you. I think we 
might have a short recess, 

Recess 


em ee ee eee ce te 


THE CHAIRMAN: Gentlemen, shall we 
come to order please? We are ready to hear from 
you Mr. Berkinshaw, on behalf the Goodyear Tire and 
Rubber Company of Canada Ltd. 

MR. BERKINSHAW: I had a brief statement 
which I was proposing to present in support of the 
presentation made by Mr. Smith, on behalf of the 
Rubber Association. However, most of the points 
have been fairly well covered, so that I would like 
to have the privilege of sending a copy of this 
statement to each member of the commission, and 
I believe that the questions which you imdicated in 
your letter to me, upon which the commission wished to 
have particular information, have been pretty well 
covered. * So, if that is agreeable to you, I will 


leave it on that basis ? 
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THE CHAIRMAN : I think that would be 
the best way to solve the problem. We will mark your 
submission number 176 so that it will be in its proper 
place when you do produce it. 

MR. BERKINSHAW : Thank you very much 
sir. 

THE CHAIRMAN : The next item on the 
agenda is the submission of Mr. Crawford Gordon of the 
A. V. Roe Company, on the probable developments in the 
aviation industry of Canada. I would like to thank 
you, Mr. Gordon, for sending us a copy of your Submission 
well in advance, which gave us a chance to read it 
and think about it fas the past week or two. 

MR. LUSSIER : I would like to say that 
I appreciate very much that you have sent me a French 
copy. It was in very excellent French, and I realize 
that you made an effort, because I was the only commis- 
Sioner who spoke the French language. I will be very 
pleased to tell my fellow citizens the excellent way 
you are doing things. Thank you very much. 

MR. GORDON : Well I hope my French was 
ela Taghnt sir.’ 

THE CHAIRMAN ; I think Mr. Lussier won't 
mind if you make your submission in English. 

MR. GORDON: Thank you sir. 


THE CHAIRMAN; Would you like to proceed? 
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Gordon 


MR. CRAWFORD GORDON ~- It is not my intention 


to repeat the detail of the brief which was submitted 
to this Commission in advance of this hearing. But 

I would like to summarize in chronological order the 
major points and also to underline, if I may, some of 
the conclusions which were reached. Then, if the 
Commission desires, I would be glad to answer any 
questions you might have, 

First, «1 would.like to state that it is 
my firm belief that Canada’s progress as a nation 
probably depends more than any other country on 
progress in the air, This is due largely to geo- 
graphy in relation to our increasing population and 
the vital role of the aeroplane in the development 
of our vast natural resources and finally, the 
universal potential for expansion of air transport-~ 


ation into areas now served by other forms of trans- 


portation. 


If this progress in the air is to come, it 
can only occur if our aircraft and equipment are as 
good or better than that of other countries. The 
first point therefore in our brief deals with the 
world trend in aviation. 

This is the sole governing factor in what 


must happen in Canada if we are to first, maintain 
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an effective air force in accordance with present 
defence policy, and second, match on a competitive 
basis the service and performance standards of world 
commercial aviation. 

These trends can be predicted with a 
reasonable degree of accuracy because of the very 
close relationship between military and civil aviation. 
In the first place, the impetus for practically all 
aeronautical advances comes from military aviation. 
It is a historical fact that, except in one or two 
cases, every commercial airliner flying today is a 
direct offshoot of a military aircraft. The reason 
for this is that the research and development needed 
to bring about a major advance are so costly that 
seidom can they be justified from a purely commercial 
point of view. This limitation does not apply to 
the military. When it becomes a matter of survival, 
economics are secondary. 

Hence, improved performance in a civil 
transport is invariably the result of a previous 
advance in military aviation. We know that a very 
definite pattern of development exists between 
military and civil aviation performance and that a 
measurable period of time is required from the moment 
a new engine, a new aircraft concept or a new develop- 


ment first appears until it goes into military use 
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and eventually into civil use. In the early days, 
this maturing process took about thirteen years, but 
today, because of the increasing complexity of air- 
craft and engines, it takes about twenty years and 
is increasing all the time. 

Hence, we can make certain predictions about 
performance and the clear-cut implication is that this 
is what we can expect in Canada. 

We feel pretty sure that a manned, jet- 
powered fighter interceptor will be flying at sixteen 
hundred miles per hour well within ten years and 
probably within five years. This reflects speeds of 
this order recently attained by nocket-powered research 
aircraft. 

Passenger airliners will probably be trav- 
elling at between five hundred and fifty and six 
hundred miles an hour within a few years, also reflect- 
ing speeds attained earlier by military aircraft. By 
1970, they should be travelling at nine hundred miles 
an hour and by 1980 or 1985 at about sixteen hundred 
miles an hour. 

As for power, we can be sure that, on the 
strength of present developments, within five years 
a jet engine will be in military service which will 
produce from twenty thousand to thirty thousand pounds 


of thrust or the equivalent at the speed of sound of 
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forty thousand to sixty thousand horse power. Jets 

in service today are developing up to ten thousand 
pounds of thrust or the equivalent of twenty thousand 
horse power which gives you some idea of the tremendous 
advances being made in propulsion units. 

And of course, in the same way that jets 
have replaced piston engines, ramjets and rockets 
will replace jets, at least in certain areas in the 
military field. I am thinking particularly of sna 
fighters and bombers travelling at speeds and heights 
unknown today and unattainable by iia Secootnane 
engines such as jets. 

Another trend which we must take into 
account is the use of atomic power. This is probably 
not far off in military aircraft if adequate safety 
measures can be devised. Eventually, it might be 
used in commercial aircraft but only in the largest 
types because of the tremendous weight of material 
needed at present for shielding. 

In the commercial field, air transportation 
is making steady gains from other forms of transport- 
ation. Air travel transportation costs are going 
down while other transportation costs are going up. 
When these cost lines cross, as seems likely at the 
moment, a revolution in favour of air transportation 


will probably occur. 
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In the light of these world trends, military 
and commercial, our brief then considers trends in 
Canada. While aviation progress in Canada will be 
influenced by our specific national requirements in 
poth the military and civil fields, the lines of 
development will follow closely the pattern of world 
trends. Hence, to maintain an effective air force 
we will have to keep our defences equal to any demand. 
The world trends I have referred to are the sign posts 
indicating the kind of equipment we will have to 
provide. 

In the commercial field, we will need 
airliners of the most advanced types, if we are to 
maintain our position as a major trading nation, and 
continue the development of our natural resources 
and the opening up of the North...and to take advant- 
age of world trends toward the increasing use of air 
transportation. It is in the North that our natural 
resources lie and here the aeroplane is unchallenged. 
Its speed, lower capital outlays in getting service 
started and its ability to reach otherwise inaccess~ 
ible areas has already established the aeroplane as 
a prime factor in the opening up of the northiand. 

In the future, I believe aviation will play as 
important a role in the north as the railroads did in 


opening up the West. 
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The next point bears directly on the subject 
under discussion = the role of the aircraft industry 
and its impact on our economy. This involves a number 
of factors. For example, should our military and 
civil requirements be produced in Canada and should 
they be of original Canadian design. If so, are we 
technically capabile...What about costs...What are the 
economic factors and what about our national policy... 

First, it should be stated that since the 
end of World War II, it has been government policy 
to fill most of our military aircraft requirements 
from within Canada, either from original Canadian 
design or through licensing of a foreign design. 

This policy had eliminated our dependency on others 
which placed us in jeopardy more than once in the 
past, 

I personally believe, and I think there 
is plenty of evidence to support me, that these 
essential military requirements can best be met with 
products designed and developed right here in Canada. 
Aside from any economic consideration, an air force 
must be free to choose its own weapons. Hence, it 
must have an industry available that is technically 
competent to design and develop and produce whatever 
is required. 


The alternatives are to buy directly from 
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another country or to build in Canada to foreign 
designs. In the first case, in time of war or emerg- 
ency, experience has shown it is virtually impossible 
to buy first-line aircraft or engines. Disruption of 
transportation through enemy action is another 
important consideration. In the last war, we had air- 
frames sitting on the ground without engines to power 
them. 

In pbuilding under license, there is usually 
a time lag of some years between an original design 
and the moment when it can be produced in quantity by 
a licensing country. Developments made during these 
years would therefore not be incorporated in the air- 
craft. However, this factor can be diminished if the 
licensing country itself is capable of improving the 
original product. A good example of this is the F- 

86 Sabre day fighter. This is built by Canadair 

under license from an America. design, and now powered 
by the Canadian Orenda engine which makes the Canadian-~ 
puilt aircraft superior to those produced by the 
original manufacturer, 

Then, of course, there are times when an 
air force cannot find the type it needs to build under 
license. This was the case in the middle forties 
which led to design of the Avro CF-100 all-weather 


interceptor and the Orenda jet engine which powers 
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CF-100 as well as the F-86 Sabre. 

We now come to the question - are we 
technically capable? Without hesitation, I would say 
we are and I base this statement largely on the ex- 
perience of our own companies within the A, V. Roe 
Canada group, and on the success of the CF-100 , the 
Orenda and the Jetliner four-jet transport. 

In the important matter of speed in design 
and development, our performance on the CF-100 and 
the Orenda compared well with new developments at 
about the same time by Britain and American companies. 

As for the cost of design and development, 
they were generally below American companies, although 
Slightly higher than Britain. 

While I am still talking about design costs, 
it is important I believe, to look at production costs 
as well. The CF-100 and the Orenda which are as good 
if not better than anything available, have been 
delivered at prices below what we would have had to 
pay elsewhere. — This unit saving, multiplied by over 
four hundred CF-100's produced to date and more than 
three thousand Orendas represents a saving of many 
millions of dollars to the Canadian taxpayer. 

As pes the future, the engineering and 
research facilities which now exist are keeping us 


abreast and possibly ahead of others. Avro aircraft, 
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for example, is developing a new supersonic interceptor, 
the CF-105 and Orenda Engines has a new engine which 
opens up new vistas of power for Canada and the world. 

Now my I turn to the impact on our economy 
today and tomorrow. This has several aspects...the 
effect on taxation...the broadening of our industrial 
bese...the technological effect...opportunities for 
AE engineers...and employment generally. 

There is no denying the fact that the cost 
of design and development is very large indeed. But 
the money is spent in Canada on salaries and wages 
and raw materials and much of it is recovered in the 
form of income and corporation taxes. If aircraft 
and engines are bought outside Canada, the money is a 
direct drain on the Canadian taxpayer. In building 
under license, the license cost itself is high and 
a royalty must be paid on every unit produced. This 
money goes out of the country to help support foreign 
indus trial development, rather than our own. 

When it comes to the effect on an aircraft 
industry on a nation’s technological progress and 
industrial growth, the impact is almost imponderable... 
We have established engineering and research facilities 
that never existed before. This has added measurably 
to the technological and industrial stature of our 


country. Furthermore, it has provided challenging 
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opportunities for engineers which, to a large extent, 
have helped stem the flow of our best skills and 
talent to other countries. In fact, in some cases, 
the flow has been reversed, which is recognition 
indeed of the advanced character of the projects we 
have underway. 

Other industries benefit in varying degrees 
from aeronautical advances in electronics, power plant 
performances, development of materials and metals, 
production processes and methods, and in educational 
standards of engineering. 

TI think it is fair to say that Canadian 
aviation has made great strides in the past ten years. 
The aircraft industry has expanded and its base has 
peen broadened and reinforced through the establish- 
ment of its own research and design facilities and 
the acquisition of new industrial techniques and 
capability. In the jet engine field, a whole new 
industry has been born. With it came new plants, 
expansion of old ones, new techniques and know-how 
and new engineering facilities. A measurement of 
our progress is that when we started to build the 
Orenda, ninety-five per cent of the components in it 
came from outside Canada. Today, the situation is 
reversed; ninety-five per cent now come from inside 


Canada. In varying degrees the same trend occurred 
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in airframe manufacturing. 
The result of this Canadianization has been 


a Significant increase in total employment and in the 


value of production. In 1950, for example, the aircraft 


industry stood fortieth in manufacturing in terms of 
the factory value of products. Today, it is in ninth 
place, This, with today's levels in employment and 
salaries and wages, puts the aircraft industry in the 
same economic class as automobile manufacturing, iron 
and steel products, railway rolling stock, electrical 
apparatus, etc. ILIast year, the aircraft industry's 
products were valued at approximately four hundred 
million; it directly employed thirty-five thousand 
and paid out about one hundred and forty millions in 
salaries and wages. 

And now we come to the important matter of 
national policy. This industrial and economic growth 
and all the aeronautical achievements of the past ten 
years are the direct result of private initiative and 
investment and the adoption of a progressive national 
policy which supports the concept of a self-sufficient 
aircraft industry capable of undertaking original 
design and development. 

This - the attainment of a self-sufficient 
industry and the ability to do our own design and 


development - represents two big steps along the way 
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toward a full and complete air policy. It means there 
is recognition that the aircraft industry is the 
industrial arm of our air forces...and that defence... 
directly or indirectly...in peace or war, is every- 
body's business. 

It means that it is recognized that by its 
very nature neither military aircraft nor large 
commercial transport design and development can norm- 
ally be financed by private enterprise. The costs 
‘iintate are very high and there is little possibility 
of any financial return. 

Then as far as military aircraft are 
concerned, there is the risk involved in the uncertain- 
ty of production quantities because of inevitable 
changes in technological and possibly defence require- 
ments as well. The result is that this sort of 
investment without government participation has little 
or no attraction for private capital. However, some 
firms have carried the early stages of a development 
as a private venture to demonstrate the potential of 
the concept. In Canada, this has been done by a 
member of our group recently but in the final analysis 
the main responsibility must revert back to our 
national policy. 

As I have said, our present air policy has 


brought us two big steps along the way. The third and 
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most important step is, I believe, a long term summa- 
tion of our future requirements and the adoption of a 
long-range program to meet those requirements. This 

would give the aircraft industry the necessary degree 
of stability to meet whatever demand is made upon it. 

And when considering this whole mtter, 
this additional point should be kept in mind. At 
present, most of our commercial aircraft are bought 
outside Canada. Up to now this has perhaps been 
economically sound because we have not needed great 
numbers of planes. But as we grow as a nation, this 
is going to change. It seems to me that since we 
already have a technically capable aircraft industry 
and since a substantial military program is underway, 
serious consideration should be given to a complement-~ 
ary commercial aircraft building program. This could 
be an important part of this third step - this long- 
range program I am talking about. It would be most 
satisfying to be able to apply the results of 
research already bought and paid for as part of our 
defence program to such peaseful and useful ends. 

And in conclusion - in the next twenty- 
five years, the industry's importance in the economy 
of our country and throughout the world should increase 
ata far greater rate. Unless there is an unexpected 


change in the international climate, there will be a 
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continuing defence requirement. Then there is the 
tremendous potential for expansion through the inevit- 
able invasion by air transportation into areas now 
serviced by other forms of transportation. 

Because of these two factors alone, 
aviation could well become the foremost industry in 
the world in the period under review. In Canada the 
probability is heightened by the additional factors 
of geography, our increasing population and the vital 
role of the aeroplane in the development of our vast 
natural resources, 

The sole governing factor in the attain- 
ment of this potential economic stature is national 
policy. Only through a long-term program can we 
maintain an aircraft industry capable first of all, 
of meeting our defence requirements and second, able 
to provide, on a competitive basis, commercial air- 
craft for Canada itself and for export and by so 
doing contribute to the fulfilment of the rich 
promise of Canada's future greatness as an industrial 
nation. 

THE CHAIRMAN :; Thank you Mr.Gordon. 
You have put a lot of thought into this Submission; 
it seemed to me after reading it, that the key to the 
various proposals on a National Policy for the aircraft 


industry, seemed to narrow down to your suggestion 
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that a long term plan should be worked out and, 
secondly, what the annual price tag was going to be. 
Or, to put it in another way, what does the industry 
cost now and what is it likely to cost; what do we 
get for the expenditures and also, because there is 
a shortage of most things, with some rather notable 
exceptions in this expanding economy, the question 
is, could we get better value for the money and the 
manpower on the scale they are now being used in this 
industry. In the brief which Mr. Notman 
presented to us in Montreal, he mentioned that - 
in talking about some commercial transport plane 
I think it was -- fifty planes of this type would 
cost a million dollars apiece, but that if the number 
could be increased to three hundred planes, then he 
said the unit-cost,of them would come down to four 
hundred and fifty thousand dollars apiece, at which 
level they would be competitive with the United States. 
Now, what are the prospects of the Canadian market, 
which, I suppose, if other countries develop their 
own aircraft industry, the Canadian market certainly 
comes first in your thinking,although you would 
like to get exports ? 

MR. CRAWFORD GORDON : You are dis- 
cussing commercial aircraft now ? 

THE CHAIRMAN : Well, commercial - 


yes, I suppose so. 
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MR. CRAWFORD GORDON : There is 
a very vast difference between the two, but you 
might well ask. In this brief I have made the 
Statement that we produce military aircraft cheaper 
than the Americans -- not the engines -- 

THE CHAIRMAN :; Yes, I expect you 
had substantial quantities as well as other consid- 
erations ? 

MR. CRAWFORD GORDON : No - not 
necessarily - because, in military aircraft, all 
governments pay for the cost of the tooling - it is 
not. a factor. We don't have to amortize our tooling 
so it doesn't enter into your cost of development. 
The government takes the right to those costs so 
that you are really discussing,in military aircraft, 
labour - material - overhead and deficiencies. 

THE CHAIRMAN : But, in leaving out 
these very important elements of costs, you produce 
cheaper than the United States or the United Kingdom 
but - from the government standpoint, they can't just 
limit it in consideration, I suppose, to the cost 
of production. They have got to take into account 
also tooling and equipment ? 

MR. CRAWFORD GORDON: All I am 
trying to do now is differentiate between the 


commercial and the military aircraft. On commercial 
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aircraft you have to cover the tooling and design 
and so on and you must amortize them in your cost 
and the military aircraft, in cost of production, 
is lower than the United States - I am trying to 
define civil and military aircraft here - which I 
believe is what Mr. Notman was referring to -- 

THE CHAIRMAN ; Just the same, I 
suppose that even in taking military aircraft of 
a comparatively similar kind and size - our market 
or our requirement,is at a disadvantage,is it not ? 

MR. CRAWFORD GORDON ; Not always 
necessarily - if wé have a better design, we 
have a slightly lower labour cost, we have equal 
or lower material cost, because in aircraft and 
aircraft products, we have all the necessary mater- 
ials here - and the Americans or British have no 
monopoly on management or efficiency. We have 
been able to demonstrate - at least in production - 
we have found where we have lesser quanities even, 
we can nevertheless beat their costs. 

THE CHAIRMAN : Well if aircraft 
become progressively larger or more complicated, 
or more costly, do you expect that you will still 
be able to meet United States and United Kingdom 
costs ? 


MR. CRAWFORD GORDON ; Yes sir. 
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THE CHAIRMAN : On another question 
about which we hear a lot -- the problem of engineers 
-~- do you have trouble in holding your engineers ? 

MR. CRAWFORD GORDON : We certainly do. 
We lost forty last week to a company in California 
at exactly one hundred per cent over the wage rate 


we are paying here. 


THE CHAIRMAN ; Better climate, too, 
they say. 

MR. CRAWFORD GORDON : Better climate, 
yes. But there is a world shortage of them - and 


we are not producing them fast enough - we are trying 
our best to train them, we have scholarships, at the 
universities to try and attract them. 

THE CHAIRMAN ; How do you keep them 
if someone comes along and offers them a hundred per 
cent increase ? 

MR. CRAWFORD GORDON : You either 
have to be competitive with that rate or you have 
to let them go, which we have been doing. 

THE CHAIRMAN ; Have you yet gone into 
the production of missiles, or pilotless aircraft? 

MR. CRAWFORD GORDON: No. 

THE CHAIRMAN ; Will you be able to 
when the time comes ? 

MR, CRAWFORD GORDON ;: Yes, yes, there 


is no problem in that regard. 
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MR. GRAUER : You talk about the pos- 
sibility of export in your brief, once or twice, 
with reference to commercial aircraft -- 

MR. CRAWFORD GORDON : Commercial or 
military, really. 

MR. GRAUER ; Yes, I was thinking of 
commercial aircraft, really; do you believe that 
Canada goald develop any large scale export . Jf e141 
depends on the type of design, I suppose ? 

MR. CRAWFORD GORDON ; It depends 
on the stocks and the equipment Mr. gaver, But 
we had orders for forty jet liners before Korea 
- to go to the United States. And I believe that 
if the forty had gone into serwice there, the 
forty would have become at least a hundred. 

MR. GRAUER : Now, in the aircraft 
field, is there a tendency to purchase the plane 
that is the most efficient for the purpose - ‘or does 
one encounter this protective tariff complex that 
there seems to be in some other fields ? 

MR. CRAWFORD GORDON ; Well there is 
a tariff I believe -- I am Wot sure, but I believe 
the tariff in the United States is fifteen per cent 
on aircraft and of course, in the United States, the 
Government there have taken on this policy I spoke 


of -~ they do their best to have a transport aircraft, 
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whether it starts off as a military aircraft or not - 
your commercials usually start off as military 
aircraft - now the old D. C. Three, started off as 

a military aircraft and now they have got it into 

the commercial aircraft. They try to lay down 
their military requirements so that they can be 
planned into civil air liner use. 

MR. GRAUER ; But if there were this 
growth in the civil aircraft in Canada, would it be 
a selective growth, or would you try to "cover the 
waterfront" ? 

MR. CRAWFORD GORDON : No, I don't think 
that you could. I am talking really of twenty 
five years ahead -- I am not talking of tomorrow, 
but possible planning now, that is all, for what 
might happen in twenty five years. 

MR. GRAUER ;: We have heard several 
times of the place, or the greater place, that air- 
craft can take in the Northern development. Assuming 
this development of commercial aircraft will occur, 
whether in Canada or not, do you visualize that 
the use of commercial airplanes will grow to the 
extent that the building of railroads or even of 
roads into some of the more isolated parts of the 
country, will be unnecessary. Could commercial 


aircraft get their deposits down at a sufficiently 
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low cost ? 

MR. CRAWFORD GORDON ; I believe 
very strongly that within twenty five years commer- 
cial aircraft as now known, will be obsolete. 

They will be getting much closer to vertical take- 
off - there is a lot of money being spent on that 

in the free World and there is evidence of some quite 
startling results coming out. 

MR. GRAUER ; Well I was thinking 
more particularly about development, particularly 
in the northland - and of course, it is quite vast 
in area and quite far away from any railroads or 
roads that we presently have. The chief poten- 
tial seems to be minerals and mining and of course 
you need fairly heavy equipment and material supplies 
- of a fairly larger order. Do you visualize 
the development of the commercial aircraft going to 
a point - within the next twenty five years - where 
that could be done by air at a reasonable cost? 

MR. CRAWFORD GORDON : No - I think 
they would complement each other. I think, however, 
that there are cases where railroads will never be 
taken over by air, but I think that large, near-ver- 
tical take-off planes - transport planes - will de- 
velop but not necessarily for the purpose of moving 
ore and bulky materials like that, supplies and cargo, 


although they will greatly complement the opening 
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4 


up of the Northland. 

MR. GRAUER : I think it would 
make some difference to a person who had contem- 
plated building a railroad, if he thought that 
commercial aircraft were going to cut into a good 
portion of the business ? 

MR. CRAWFORD GORDON ;: Well we 
can see in the past what it has done to passenger 
traffic in the railroads. I don't say it will 
do it to freight at all, but it certainly can take 
a slice of that business. It is bound to. 

MR. GUSHUE : That reference to 
vertical or near-vertical take-off, I assume would 
apply to take-off and descent ? 

MR. CRAWFORD GORDON ;: Take - off and 
descent. 

THE CHAIRMAN ; The fact of the 
matter is, we are all nervous of the aircraft busi- 
ness and we are assuming it is so tricky that itis 
probably beyond us. So we will have to just 
accept every statement you have made in the brief. 

MR. GRAUER : You have referred 
to the use of atomic power for commercial purposes, 
and the weight of the unit will have to be very 
much protected. In the case of a crash - which 1 
know doesn't happen very often - was part of the 


weight that you speak of something that would still 
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contain fissionable material - even under conditions 
of a crash ? 
MR. CRAWFORD GORDON : I believe 
| that is a pious hope Mr. Grauer -- but I don't 
know whether it is feasible or not. 

MR. GRAUER ; That would severely 
limit the use of aircraft for this purpose. 

THE CHAIRMAN : To go back to some- 
thing I said earlier, in the total defence bill in 
Canada, what percentage would be related to aircraft ? 

MR. GRAWFORD GORDON ; You mean in 
this year or just -- 

THE CHAIRMAN : Would it be five 
hundred millions, or even two billion, or one point 
eight million or -- 

MR, CRAWFORD GORDON : You are talking 
about aircraft supplies - not personnel - just straight 
equipment ? 

| THE CHAIRMAN ; Aircraft supplies 
- including any expenditures on tooling or 
development for the future ? 

MR. CRAWFORD GORDON: That's right - 
Lam sorry, 1 haven't that figure with me, but just 
guessing, if youwn't hold me to it --- I can give 
you a figure ? 


THE CHAIRMAN : Oh no - no -- 
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MR. CRAWFORD GORDON : I think it 
is around three hundred millions. 

THE CHAIRMAN ; I thought it would be 
more than that. 

MR. CRAWFORD GORDON ; No, no - 
costs are progressively coming down - very steeply, 
actually. 

THE CHAIRMAN ; Well, of course, 
what you have done out there ~ I suppose I should 
not distinguish between the air frame and the engine - 
but it does seem that both of them are remarkable 
developments for a country of this size, in the 
time that it has been accomplished. Do you 
expect to have the same success in the car building 
business ? 

MR, CRAWFORD GORDON : I hope so. 

If anything else comes up om which you would like 
to have information, I will be glad to send it to 
you. 

THE CHAIRMAN ; I should think that 
we might be glad to accept your offer. Thank you 
very much Mr. Gordon - your exhibit will be marked 
No. 177 for the record. 
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THE CHAIRMAN ; The next submission 
is on behalf of the Canadian Machine Tools Builders 
Association and will be No. 178, so Mr. Chambers, 

I think if you will perhaps be good enough to introduce 
your colleagues for the record ? 

MR. CHAMBERS :; On my right sir is 
Mr. Harold Evans, President of the Canadian Machine 
Tools Builders Association, and on his right is Mr. 
Clarence Stadler, Secretary, and on my left is Mr. E.R. 
Davidson, Vice President of the Association. I happen 
to be the Chairman of the Committee charged with the 
responsibility of preparing the brief. 

THE CHAIRMAN ; Thank you - then if 
you would like to proceed Mr. Chambers ? 

MR. CHAMBERS ; First I would like to 
express the appreciation of the Machine Tools Builders 
for the opportunity to appear here before the commission 
- realizing from the newspapers and elsewhere, how busy 
you have been with verbiage and what not, and we do 
appreciate very much this opportunity. 

First of all I would like to explain 
to you that we are representing an association known 
as the Canadian Machine Toois Builders Association, 
who are primarily manufacturers of machine tools, 
and to explain to you what a machine tool is. 


We are speaking now of machine tools, known as 
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jathes, milling machines, boring machines, drilling, 
grinding,forming, punching, pressing and welding 
machines - machines of that type,and we have, or 

at least most of the members have, a secondary role, 
as importers and dealers in machine tools. 

The machine tools manufacturing 
industry has been in Canada since Eighteen sixty one 
when the first plant was opened, and it has expanded 
quite substantially - both in World War One, and again 
in World War Two, during which time under the expanded 
requirements of the country, the Canadian industry 
provided some twenty seven per cent of the nation's 
needs. Throughout the past fifty years of our 
history, Canada has been dependent upon imports 
from various countries, of somewhere between seventy 
five and eighty per cent of the machine tool 
requirements of the country, the principal source 
other than the domestic manufacturer, has been the 
United States, and with lesser quantities coming 
from the United Kingdom, and relatively small quanti- 
ties until recently, coming from Europe. I say 
until recently, because Western Germany has been 
increasing her exports to this country. 

We have had, in the past, appreciable 
exports of machine tools, but in the last few years, 


owing to currency controls, and differentials in 
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wages and so on, those have diminished quite sub- 
stantially. The importance of our industry is 
quite well stated in the brief - which I believe 

the commission knows, but we are a relatively small 
industry although the importance of our industry lies 
fundamentally, in the technological advances which 
result in anything at all being manufactured or 
improved by a better product - or a higher degree of 
productivity, - are generally preceded by the construc- 
tion of a new and more efficiently designed machine 
tool. 

In regard to the size of our industry, 
we reached the highestpoint of production, of eighteen 
and a half million doliars output - which is about 
twice the present volume, or twice the volume that 
would be represented by that sum nowadays, during 
Nineteen forty two. During Nineteen fifty four 
Canadian manufacturers manufactured a total of about 
nine million dollars worth of machine tools and,in- 
that period,it represented somewhat less than fifteen 
per cent of the apparent total of Canada's requirements 
for that year. 

Compared with the United States,with 
a population ten times the size of ours, their 
manufacturing capacity - machine-tool-wise - is 


some one hundred and twenty times the size of the 
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Canadian industry, and you might ask why that would 
be. It is our considered opinion that it 

has been due to the tariff protection offered the 
industry of the United States and besides that, 

the United States is a very fruitful market 

for new machine tools. They have a rather 
drastic way of getting rid of something that they 


consider obsolete, and replacing it with something 


better. The need for the industry in this country 


in our opinion is self-evident, when we realize that, 
first, nothing can be built, nothing really can be 
manufactured, without machine tools, and therefore, 
if you wish to have a self-contained and properly 
balanced economy, in which you have manufacturing 

as well as primary production, you must have with it 
a machine tool industry. Secondly, the industry 
has provided, and it is providing a training ground 
for skilled personnel and this personnel Peaquoks 9 
pass on to occupy key positions in the manufacturing 
industry. Thirdly, the industry is a nucleus 

of highly skilled,technical engineers and people upon 
whom the world is dependent, more and more, nowadays 
for progress. One of our members has instanced 
that in Canada, with all the natural resources we 
have had ecu the past - during the period that 
the Indians had the country in their possession, no 


use was ever made of them and the only use that can 
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ever b® made of them will be through the efforts 
of the type of people represented in our industry. 
The wages of the people in our industry are rela- 
tively high - they are second only to those paid 
in the United States, approximately averaging a 
dollar eighty five an hour, as compared with two 
dollars, thirty cents in the United States. However, 
our European competitors pay somewhere around sixty 
five cents and seventy five cents an hour in the 
United Kingdom, and we of course, on account of the 
highly competitive position, find that we are 
denied access to the European markets, and also 
on account of the Foreign Exchange controls and the 
tariff regulations that prevail at the present time. 
It should be borne in mind that 
although those rates paid to the people in those: 
countries are substantially less than ours, they are 
no less skilled than are our people - so that it is 
a matter, primarily, of straight competition, one 
person against another, but one receiving much 
less for his services than the other. Our 
Association feels that to some extent, the desire 
to market primary products abroad, has led the 
Canadian Government to encourage, unduly, the 
importation of these competitive machines and 


also the recent sales efforts put forward in this 
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country by European machine tool manufacturers, 
appears to have been out of all proportion to the 
size of the Canadian market. It is unfortunate 
that our market has been attacked in this way, because 
it is upon the domestic market that the Canadian 
industry depends, primarily, for its survival. 
One of the problems, probably the major problem, 
in the manufacturing of machine tools in this country 
is the present tariff set-up. We have a pro- 
vision in our tariff regulations that requires 
the definition of a product to be either made or not 
made in Canada and that is exceedingly difficult 
to determine, sir, in Some cases. In Maid fas 
to that, in order that a manufacturer in this country 
can have protection under a "made in Canada" status, 
he must first of all be supplying at least ten per 
cent of the Canadian market, before his product, in 
any event, is considered to be made in Canada, although 
he may have been making it here for many years. 

Now I should say this, that the Depart- 
ment of Customs does its best to interpret fairly 
the "made in Canada" status of Canadian-made equipment, 
but it is always subject to revision, or review of 
the Tariff. Board. Semetimes, novel features - fre- 
quently required by only one purchaser - may cause 


a machine to be classified "not made in Canada", for 
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no purpose or reason other than some specific or 
novel feature on the machine. Our understanding 
is that this Commission is interested in where 
Canadian enterprise, or the Canadian economy, will 
go in the next twenty five years. We are of the 
opinion that under proper conditions, our industry 
in twenty five years could increase at least five 
times. 

Having regard to the increase in the 
population - bringing with it increased demand for 
machine tools - and with that increased demand, the 
increased ability of our manufacturers to provide 
more and more of the market requirements, we can 
see this future. However, without these proper 
conditions, we are not in a position to say where 
we may be. We would like to suggest that it comes 
within the scope of the Commission's report, to 
study this problem - or that emphasis should be given 
to the necessity for a healthy machine tool industry 
as a factor in the future industrial development of 
Canada and that also, in order to provide this adequate 
climate, that the Government should be recommended 
to give consideration, in consultation with Machine 
Tools manufacturers, to the anticipation of require- 
ments, priorities, and regulations in general, as 


applied to a programme for the machine. tool industry 
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in the event of War. Secondly, that they give 
consideration to a review of the tariff protection 
being afforded the industry at the present time, 
having in mind the extreme difficulties being 
experienced in the administration of the "made in 
Canada" Status. Also to give consideration to 
increased depreciation provisions in the Revenue 
Code in order to promote rehabilitation, as a whole, 
of Canada's machine tool potential and place the 
Canadian manufacturing industry in a more favourable 
position in the export market and in the event of 
war. And fourthly, to give consideration to various 
means of encouragement to the vital machine tool 
industry, in particular to the adoption of a Buy 
Canadian policy, in government purchases and those 
of Crown companies and companies in which the Government is 
interested. Lastly, that we should give consideration 
to the adoption of measures, similar to those used 
in other countries, for assistance to research and 
development engineering in industry, with a view to 
securing Canadian leadership in fields of new 
industrial development,-- in the machine tool field. 
That is our submission, Mr. Chairman. 

THE CHAIRMAN : Thank you very much 
- I am sure that we appreciate that yours is not a 
mass-producing industry, but that its nature is 


more af a "custom-made" variety. I can understand 
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that the "Made in Canada" provisions of the tariff 
may be particularly difficult in your case. I was 
interested in one of the suggestions that you made, 
that the depreciation provisions of the Income Tax 
Act could be used to stimulate and keep up-to-date 
the machinery and equipment of the Canadian industry 
to a greater extent than those provisions have been 
used, and I think that is the first time that sugges- 
tion has been made to us. Also your suggestion 
that this might be coupled with a provision that 
the incentives be dependent upon buying Canadian 
machine tools -- that is first time that suggestion 
has been made to us. Have you made that suggestion 
elsewhere ? 

MR. CHAMBERS : No - we have not. 

THE CHAIRMAN : Well I don't see why 
you shouldn't, you know -- 

..* MR. CHAMBERS; Well we have made 
presentations with regard to the contribution to be 
made competitively, but not in that specific way. 

THE CHAIRMAN ; We hear a lot about 
the difficulty of the Canadian industry to keep up- 
to-date because of very substantial expenditures 
that have to be made to operate the proper research 
department, and so on, but one way of doing it 


might be to keep their plant up-to-date. 
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MR.EVANS ;: That's right. That 
is very material, we think. 

MR, STEWART ; How many firms 
are classified a tats your industry ? 

MR. CHAMBERS : In our Association 
there are eleven, but there are in addition to that 
some companies which, besides manufaéturing other 
things, manufacture some machine tools, - one 
locomotive industry, for example - or company, in 
this country, periodically goes into the manufacture 
of machine tools, and I believe, is going into that 
field in a substantial way, but they happen not 
to be members of our Association. 

MR, STEWART :; I think you used the 
word "mainly" - what proportion of the output of 
your firms would be properly classified as machine 
teois. 7? 

MR, CHAMBERS : © In my own particular 
case our entire manufacturing facilities are devoted 
to machine tools, - one other member, about one 
third of his capacity is devoted to manufacturing 
pumps - another of our members I would guess, about 
half of his manufacturing capacity is devoted to 
machinery - as well as the other half being devoted 
tom&ashine tools, but he builds in addition to machine 


tools, various mechanical equipment for the mining 
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industry, particularly. 

MR. STEWART ; Is there any class 
or kind of machine tools wherd you find that 
the competition is more substantial than in the 
others -- are imports uniform, across the board, 
in all those things that you produce, or are there 
some types of product that come in more competitively ? 

MR. CHAMBERS ; Well we only coneern 
ourselves with the things we make I guess--but 
there are certain machine tools that are not made 
in this country at all. 

MR. STEWART ; But, of the things 
that you make ? 

MR. CHAMBERS : It is right across 
the board - particularly in such things as lathes, 
for example, one of tea prebiens in our industry, 
- is what the Chairman has referred to as mass-pro- 
duction - our A pagel is limited to Canada, whereas 
the European manufacturer has a world-wide market 
so that his productive capacity and the benefits 
Which flow from large production, are not obtained 
in our instance. If we had the American market 
open to us, for instance, freely, our prices could 
be the same as the American ones, but unfortunately, 
the Americans realize that, and we are deprived 
consequently, of reaching that market in competitive 
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MR. STEWART : When you were ex- 
porting, were you exporting all your products, or 
just some ? 

MR. CHAMBERS : During the war 
they were all products but at the present time it is 
mostly special products for special purposes 
in the machine tool field, where it is a one-off 
proposition, and we are as competitive on a one-off 
basis as the Americans. 

MR. STEWART : You mentioned the fact 
of instability of your output which varies quite 
appreciably - not only because of foreign competition 
but also because of the inherent instability of the 
industry ? 

MR. CHAMBERS : Yes. 

MR. STEWART ; Would you feel that 
that is a substantial factor in the cost of your 
product over a period of years?, What I have in mind 
is really, if demand were more stable for your product, 
or the output of the people who use your tools was 
more stable - would that significantly reduce your 
costs. ?. 

MR. CHAMBERS ; Yes - on two counts. 

It would give you a regular production rate and it 
would enable you to compute accurately the wisdom 
or otherwise of acquiring the latest equipment for 


your purpose -- in which there is some gamble, nowadays. 
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MR. GUSHUE :; I wonder if you would 
be good enough to enlarge on the recommendation 
that you make on page eleven - "give consideration 


in consultation with the machine tool manufacturers, 


a to anticipation of requirements, priorities and 


regulations and a general programme for the machine 
tool industry in the event of war". Would 

you explain just how that would work and what it 
would accomplish, generally ? 

MR. CHAMBERS ; Well it has been our 
feeling, that has been our experience really, that 
when an emergency arises there is a mad rush to 
procure anything and everything from anywhere that 
it can be obtained. | To that extent, we feel 
that some guidance to our industry might be given 
whereby some prior warning of needs might be had. 
You no doubt would be familiar with the terrific 
conditions that we faced there, at the end of the 
last war, in which every conceivable piece of 
used machinery and machine tool equipment was acquired 
- good or bad - for a purpose. It seemed that 
we either were reluctant or for some reason or other, 
didn't want to commit ourselves, to'-a -programme 


of requirement prior to that, so that there was 4 


“tremendous building up of facilities to meet an 


emergency - which need not have occurred,had the 


curve of increased production” been more gradual. 
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MR. GUSHUE ; You think that 
the possibilities of this increased demand ought 
to be kept before the government and there should 
be consultation with the industry to meet it or 
to anticipate it ? 

MR. CHAMBERS ;: Yes. 

MR. GUSHRUE : That would mean, 
perhaps, more space and what may be roughly equiva- 
lent to stock-piling of machine tools and so on 
-- would you go as far as that ? 

MR. CHAMBERS ; It isn't necessarily 
stock-piling. It is ene es aeenent - awareness 
of what is going to be required - for instance, 
the Department of National Defence, they have 
definite knowledge of what they are going to do 
in the case of an emergency and yet they don't 
tell us in advance. We won't know anything about 
4 Sari. all of a sudden, we are faced with the 
necessity of providing something with no prior 
engineering, or even thought. Our Secretary 
has just commented on that. 

MR. STADLER : I was just going to 
mention that point - we are concerned to hear 
that there was mention made officially in Britain 
recently, where they critisized this very situation 


we are speaking of here - recommendations had been 
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made prior to the last War, and no action had been 
taken - and it is significant, that the official 
history of the industry does make that point on 
the lack of planning and lack of acceptance. 

MR. GUSHUE : You don't know when 
War might break out -- it may be five or ten years 
or it may be fifty or even a hundred years - 
it can be rather vague. 

MR. CHAMBERS : Yes, 

THE CHAIRMAN: Have you any forecasts? 

MR. GUSHUE : No - add or multiply, 
as you say. 

MR.DAVIDSON: Could we draw your 
attention to Number Five, just before we leave - 
in this connection. We have suggested that our 
industry would be willing to go into a programme, 
with assistance,in research and development in our 
particular size of industry. We have this feeling 
however, that you must, when you are thinking of 
the natural resources of this country, think 
seriously of the people as well as all those things 
which come from the land or from the mines, and con- 
sequently we feel very seriously that our industry 
can provide a portion of the population able to do 
things for the future. Thisw are not able to do 
unless there is a whole, concerted effort by 


applied adult education, if you like, or further 
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research and development - not only sir, in our 
industry, but that we could add to the future 
of our country by co-operation with all industry 
in Canada. We have the feeling that if we 
had one hundred per cent of the potential of the 
people of Canada at work that we would have a 
much greater country. 

THE CHAIRMAN ;: Thank you very 
much gentlemen - we are very grateful to you for 
your submission. 


meu me ee ces ee ee ee ee ee 


Recess 
After Recess 


THE CHAIRMAN : Mr. Mapledoram, 
and Mr.Wardrope, we are particularly pleased that 
it was possible for the various groups from the 
Lakehead to submit this brief to us; when we 
first heard from you about sitting at the Lakehead 
your invitation or suggestion came to us at the 
time when we were just leaving for Winnipeg, if you 
remember ? 

MR. MAPLEDORAM ; Yes,I remember that. 

THE CHAIRMAN : It was impossible, 
as we didn't have time to change the planes. Apart 


from that, we did decide that we should sit only in 
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the capital cities in each of the provinces. Now 

we made exceptions in one or two cases - we sat in 
Vancouver as well as Victoria, because it seemed 
foolish to expect a lot of people from Vancouver to 
come across to Victoria, just to present briefs to us. 
We made an exception in the city of Calgary, where we 
sat aa well as in Edmonton, because Dr. Stewart said 
it was very important that we should not get ourselves 
-involved in any local controversies im Alberta. 

We also sat in Montreal as well as in Quebec City. 
However, we are very pleased indeed that it was possible 
for you to present this brief to us today and if you 
will now present the brief to us, we will mark it 
No.179 for the record. 

MR, MAPLEDORAM ; First of all, I want 
to thank you for the opportunity to he here, and I do 
this on behalf of my colleagues in the northwestern 
part of the province and when we had this date set up 
on Wednesday, we had at that time several prominent 
people in the city who would not have been available 
to be here with us today, but knowing that you were 
interested in the brief - or at least you had indicated 
your interest in the brief ~~ we felt that you might 
want to question some of the material therein. There- 
fore, you would no doubt like a littie longer to 


go through it. I think that I ought to start 
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this off, because my leader, the Premier of Ontario, 
has already submitted to you a Brief on the whole 

of Ontario, and you were very kind to give us this 
special privilege to deal with this region separately 
from the rest of the Province. I would like to 
quote my leader's worders spoken at some length 

in the Lakehead district of Northwestern Ontario: 
"Northwestern Ontario, am area vast in extent, rich 
in actual development, but richer in potential. 

Yet, the impressive accomplishments of this and 

past generations seem practically isolated among 

the vast sreas of our northwest. Their output 
would seem just a trickle compared to what all these 
rivers, lakes, forests and rocks can yield when 
extensively developed. Pooled to the resources 
of the neighbouring states, they add up to a poten- 
tial which overshadows that of many an international 
power today." 

Now those were Mr. Frost's own words 
on a visit to the Lakehead, and this brief is 
respectfully submitted to the Royal Commission on 
Canada's Economic Prospects for its consideration 
because, we believe Northwestern Ontario, in its 
immeasurable endowment of natural resources, poten- 
tially is the richest area in the world. We predict 


that the next twenty five years will witness its 


sobasin0 asdzowdsxo to nth at 
doit .JaeIx9 - Jasy secs oe OEERaR 
-tattuestog in tedota tod tameteved 

bas etd? lo stmemistiqmooos eylesenqmh edd de 
zttoms besafost yileoliosyg mea sqotteteqes Jas 
juqtue atacdT tasewntiien t0 Yo sse18 +3ay © 
seeds (fs Jedw ot betsaqmon efNotit s» test mes me: 
asciw bLelty nso #isor bas etsei0l ,sexal orev | 
ssoruenet st of beLlool .beqoleveb Veviansixe. : Es 
~wetog s ot gy bbs yed? ,aetase antuseddgtean ods to 28 


my. 
- fLenottertsint as yaam to Jad? awobadaxsvoe dotdw , 
A eg 


shrow awo e'Jeox! .cM evew esodd moh... ' ace 
el lelid alds bas ,beodedel eit od Tlely. 2 0 

ac mobseltewo? LeyoH ed? oF beds indus vilittoequen: 
moitexneblesos e3) xl stosqaond olmeaosd a'absaso 
ast at ,obis¢a0 mxstaqwdstol oveiled aw ,osusoed: 
-feioq ,asoweses feswdean te J neanwe bas efdsaivessomb 
tolberqg eW .bicow efd at sete, deendots ed} et yllate 


aii -azsaitw {ltw susey syll ytnews txen eft dade. 


~6294- Mr .Mapledoram 


dynamic development into one of Canada's greatest 
wealth-producing regions - a mighty pillar, suppor- 
ting the economic progress of our nation. 

Now this Brief is submitted on 
behalf of the Northwestern Ontario Associated 
Chambers of Commerce, the Northwestern Ontario 
Municipal Association and the Northwestern Ontario 
Development Association, so you see we have some 
meeting of the minds in that particular area - in 
this regard. 

L would like to read the introduc- 
tory remarks and I think probably you are familiar 
with that part of the brief, so you can ask us any 
questions you wish and it is hoped by so doing that 
you will get a completely clear picture of our 
presentation. It is headed "So much by so Few". 
Northwestern Ontario, two hundred and twelve 
thousand square miles in area, comprises more than 
half the province of Ontario. In width it 
extends more than four hundred and forty miles from 
Algoma and Cochrane to the Manitoba boundary; north 
and south, it stretches from Minnesota and the fresh 
waters of Lake Superior to the silent tundra and 
Saline tidewaters of Hudson Bay. It is one 
of the richest but least known segments of Canada. 


In the lap of the Precambrian Shield, 
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it has enormous stores of precious and base metal- 
ores, gold, silver, uranium, iron, nickel, copper, 
zine and lithium. Much of its treasure is undev- 
eloped; most of its mineral areas remain to be 
thoroughly explored. 

In forest resources, it possesses 
some of Canada's greatest accessible stands of 
conifers and hardwoods, basis of its great and 
growing forest products industry. 

Its great rivers and water resources 
have been harnessed to produce nearly a half million 
horsepower of electric energy. 

In three of its big districts, there 
are areas of rich virgin soil, extensive enough to 
support thousands of farms in the vigorous, drought- 
free climate of the region. 

Soon the St. Lawrence Seaway will bring 
the oceans of the world to the door of this mid- 
continental heartland and a matural gas pipeline will 
traverse its broad breast. 

In its two cities, seven towns, twenty 

) five organized townships and eleven improvement dis- 
tricts, live approximately two hundred thousand people. 
They comprise but one twenty-fifth of the population 
of Ontario, inhabiting more than half the province, 


or about one person per square mile. 
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They have achieved much. In the 
swift pace of the economic development of Canada 
in the post-war years, Northwestern Canada kept its 
place in the very vanguard. In gross production, 
in employment, in development of resources, it has 
toppéd the over-all gains of the province. Its 
taattthted Wad perhaps one quarter billion dollars 
annually to the national production. 

Yet this region of great development, 
of immense potential and infinite promise, is known 
little and recognized less by the rest of Canada. 

It has been called the "barren land-bridge between 
east and west" ; it has been termed the "Siberia of 
Canada" ; it has been dismissed as ‘the land of 
bloody rocks and Christmas trees" and "the empty 
wilderness" that divides the industrial east from 
the agricultural west. Eastern politicians, 
rarely if ever visiting the region, have slandered 
it as "the sinkhole of the north"; and referred to 
it as a geographical liability rather than an asset 
in forging stronger the bonds uniting the ten 
provinces of the nation. 

The last quarter century has exploded 
the fallacy of "the rock desert" and "barren barrier" 
separating Canada at its centre, as its renewable 


resources yielded annual harvests of timber wealth 
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and its mineralized zones poured out treasure in 
ever increasing volume, t@build a strong fabric 
of primary industry. 

The next quarter century is bound 
to witness giant strides forward as its virile and 
buoyant mid-western people, with vision and energy 
to match their immense domain, bend to the task of 
developing a dynamic and balanced economy. 

On the rugged Precambrian face of the 
Northwest, on its green forests, myriad lakes and 
Surging rivers, on its tranquil farms and busy 


cities, the sun of magnificent promise shines 


‘steadily. 


This brief is an attempt to highlight 
some of these major developments, to forecast future 
trends and to indicate where government and other 
policies might accelerate the growth of this great 
region, 

.A population of half a million for 
Northwestern Ontario in the next twenty to twenty 
five years is notinconceivable, based on the brisk 
growthof established centres and the birth and 
blossoming of new communities in Thunder Bay, Rainy 
River, Kenora and Patricia districts, that comprise 
the big half of the province. 


Augmenting the natural growth of the 
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region will be increasing population, from the 
greatly accelerated use and more diversified pro- 
cessing of the forests, discovery and development 
of new mineral deposits, and more land settlement 
to supply the expanding north-western Ontario market. 

Fort William-Port Arthur and their 
Suburban and semi-Suburban areas are now approaching 
the one hundred thousand mark. Port Arthur's 
Mayor, Eunice Wishart boldly estimates that city's 
probably population at ome hundred and twenty five 
thousand before the-and of the next quarter century, 
indicating a population of at least a quarter of a 
million at the Lakehead by Nineteen hundred and Eighty. 

Atikokan, centre of the great Steep 
Rock and Caland iron ore mines, leaped from a popula- 
tion of three hundred and Nineteen forty three, to 
five thousand, five hundred in Nineteen fifty five. 
It forecasts a community of eighteen thousand to 
twenty thousand before the end of ;twenty years. 

Fort Frances, Kenora, Dryden, all 
centres of expanding forest products industries, 
have registered solid population gains and are expected 
to match or exceed the overall average. 

A new forest industry at Sioux Lookout 
and revival of similar operations at Nipigon, both 


anticipated will give these communities sharp new 
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stimulus. Intensive exploration and develop- 
ment of new mines are bound to spark Geraldton 
and Beardmore. 

What of the towns yet unborn ? 

They will rise to dot the map of the northwest, to 
join the new mining centre of Manitouwadge, the 
forest towns of Red Rock, Terrace Bay and Marathon. 
Born they will be as the Canadian Shield yields its 
secrets and the engineer, the scientist and the plain 
pioneer march full stride inte fhe nuclear age to 
develop this great section of Canada. 

Now Gentlemen, I think that pretty 

well put what we have to say in a very few words. 
We have a very extensive brief covering most of 
the subjects we have talked about, and I may say 
that we are very willing to answer any questions 
you would like to ask ? 

THE CHAIRMAN ; Thank you Mr. Maple- 
doram 22 I think we would like to ask you a few 
questions - but, as you say, most of the questions 
that would occur to anyone, are right here. 

Mr. Lussier reminded me the other day that the Lake- 
head area in the Northwest is similar to the north 
shore of the St.Lawrence - and of course, both 
areas have tremendous resources --- 


MR. MAPLEDORAM : I should say! 
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THE CHAIRMAN ; One resource 
of course, that the north shore of the St.Lawrence 
has, that you may not have, to the same extent, 
at any rate, is tremendous hydro electric power 
potential. Do you feel that the power potential 
in Northwestern Ontario will be sufficient to permit 
more or less unlimited growth in the area ? 

MR. MAPLEDORAM ; Let me put it this 
way -- we no longer are isolated in the Northwestern 
part of the province, as far as hydro electric power 
is concerned, and we no longer can boast of cheap 
power either. We are om the same basis as the 
rest of the province, because when the Northwest 
was first developed hydro connections were not made 
across the Province - and we could boast of cheap 
power from the Thunder Bay district -- we can no 
longer do that - we are on the same basis as any 
other part of Ontario - because it has been hooked up 
all across the Province now and we may expect 
development in hydro power at the same rate I believe, 
in the Northwestern part of the province - the same 
as in Southwestern Ontario. 

THE CHAIRMAN =: As a matter of fact, 
I suppose the summer pretty well proved that--when 
there was a shortage ? 

MR. MAPLEDORAM : That's right, 


we had shortages in the North this year - shortage 


= tue: ner st 34 QO AW } 
: = a” pre ae t: en 4 eis + ay : - 
; /=uyie ote : 


. desixe omne ond et .ovad pa } enn 


xewoq ofrtosle orbyst euobaamets ek soda was 2. 


{stiasteq stewoq att ted? [eet voy of 


at diworg bes imtimy seal 10 


—_ 


sewoq simtoeole orbyd 26 182 #2 ,.soatvetg ent to — 
* om 


aeeds to tesod nso tenmol om ew bas ,bemreomes & 
a 


» 
eid? 2i toq em veal : MAH TAM AM 7 
: 
 preteewhti1ol edd of bedeloet ess tearel om ow -- Yew 
. a iv 


ert as etead emes. ond me ors oW rentle iswoq 
7 - 
| geewdixoK sit nerw seueoed .somiveig edd Yo tas 
ebsem jon etew anettoenmos orbyd beqeleveb gexti es 
; a 
qsedo to tesod blues ow bus - somtvord edz saexos — 


ta 
on- msc ; «- totazetb vs teobawdT ed? movl t9sweq -. 


24 eteed emes sift mo o18 ow - dadt of teRM0 


. ¢ 
mac #s#eri 3f —E-p es. sed ~ OO, yai a0 Io #124 xonite.. 


au fhelood 
9 7 
foegze yam ew bas wom sontvo1d sedi saotos IL 
F week 
‘, .ovelied I sJav ome edt ts towog otbyd at sJoomgoleveb 
ate 
: 
a ase ori somtverga sd? to Jusq arsetaswitiet odd at 
. . ' : - 
.oltataO amrstaewituot at as 
a ay 
; : *- 
.tost to vetésm 6 aA: WAMALAHD SET 7 
: A 
. mndiw-~tadt Severq Liew yiietd.=smme ely sseqqua I 
a | + Ea 
Li ¢ epatrendea 6 ssw orsdt 
' - 


7 “Orr 


_figis e'tadT +» MASOGHIIAM AM < 


epetieds - ieey eldt dio of? at eogsdros. bad 9 | 
ao ; 
we ~ 7 = 


ae — eee UC 


~§301- Mr. Mapledoram 


of power, and so on, up in Kapuskasing and places 
like that - during the summer months. 

MR. WARDROPE ; May I here add a 
word sir ? 

THE CHAIRMAN : Certainly. 

MR. WARBROPE ;: Mr. Gordon, I would 
iike to add this - we are almost at our limit as 
far as the production of Hydro power is concerned. 
We know that. We have this natural gas pipeline 
coming through though, and I believe - as Mr.Maple- 
doram will bear out - that all the pulp and paper 
mills and mines have been talked to about the useage 
of natural gas, and they are giving thought to 
probably re-designing their mills to use natural 
gas during the summer period when ordinary industries 
and householders will not be using it - and that 
will provide a wonderful outlet for the gas that 
will not be used in its entirety during the summer. 
That would be a source of even cheaper power than 
hydro electric pewer and a great impetus to further 
development of industry in that area. 

MR. MAPLEDORAM : That's right, 
we will be getting a break as far as costs are 
concerned. 

MR. WARDROPE ;: That's right. 


MR. MAPLEDORAM: Against the 
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eastern part of the Province, because it would be 
expected that the cost of gas delivered at Fort 
William will be cheaper than the cost of gas deliver- 
ed in Toronto. 

THE CHAIRMAN : Yes; I was interested 
to see in the section of your brief on agriculture, 
that you think that over a period of years you may 
be able to develop agriculture in the Northwest 
- which would make that area more self-sufficient 
in food products. 

MR, MAPLEDORAM : The big problem 
now sir is markets, and proximity to markets. That 
area in the Fort Frances - Rainy River district 
is probably one of the finest agricultural areas 
of OMtario - it is good hay growing country. At 
one time - twenty years ago - they had a cannery in 
the Lakehead area - where it is primary dairy farming. 
But, due to the fact that Fort Frances is isolated 
and they only had a train three times a week, and 
their sales, if any, would have to go towards Winnipeg 
rather than to the Lakehead, they did find it very 
aifficult to farm - a great many of the people were 
disappointed and moved off the farms - but that 
land is still very good and is still virgin land 
- very wonderful agricultural land. I would say 
that the Fort Frances-Rainy River district is far 


superior to theLakehead district as far as agriculture 
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is concerned. However, we do have districts 
in the Lakehead, around Kenora, Dryden and 
Slave River - which are suitable for agriculture 
and it should be borne in mind that crops in 
that part of the country have tremendous growth 
with a very short period in which to grow. We 
find that nature has a way of over-coming those 
things - and our hay crops are tremendous up there 
and they grow a lot faster than down here, 
primarily because of the heavy dews at night and 
our cool nights and our hot days. That heavy dew 
keeps the moisture in and it is a very good hay 
country. 

MR. WARDROPE ; You have probably 
noticed in the newspapers where Mr. Blair Fraser 
had some remarks to make about the agricultural 
prospects of our area - well he said they were 
practically nil! We were irate-about that 
Statement and in order to show him what the possibil- 
ities of agriculture are in our area, we asked him 
to come up and open our Canadian Lakehead Exhibition 
in August - which is the fourth largest agricultural 
exhibition in the Province of Ontario. 

c THE CHAIRMAN : That is Blair 

Fraser - the great canooist ? 


MR, MAPLEDORAM : That's right. 
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THE CHAIRMAN ; I imagine he will 
have his eyes opened. 

MR. WARDROPE : Well I think it was 
just a general statement that he made, but it didn't 
look very good to us because he is a wonderfully 
well-informed man, usually. 

MR. GUSHUE ; I was interested in 
what you had to say with regard to:-woods industries 
- I have it marked here in the brief - in which 
you paint a rather gloomy picture, you say that 
this area has the highest woods labour cost in Eastern 
Canada and high transportation costs and that power 
costs were becoming too high. That surprised me 
a lot to see that, I didn't think it would be so. 

MR, MAPLEDORAM ; Well let me say 
this gentlemen, that is the general thinking - that 
is not my thinking. Particularly it is the thinking 
of the people who would like to export wood, and 
I have to go along with the brief, as presented, 
though there might be things in here that I wouldn't 
agree with entirely, in my own thinking,as Minister 
of Lands and Forests for the Province of Ontario. 
But, I have to go aleng with the thinking of the 
people that want to get their ideas across, and there 
are still people in the Lakehead area who, primarily, 


have been in the export business for the last twenty 
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five years, and they feel that they have done a 
great deal for the Lakehead, to create pay-rolls 
and they have shipped a lot of wood across our own 
Great Lakes. I think that is what they are 
talking about, primarily. It is also true, too, 
for our domestic mills, that wood coming from the 
Western part of the province or from the Sioux 
Lookout area - there is a much higher cost for wood 
than if it were logged and hauled by. boom from say, 
Nipigon area. 

However, I think all the companies 
have to meet those things - and I think when it is 
pointed out to them that that is the only place 
we are going to get wood, they will find ways and 
means to get it. I am not one of those who 
believe in the export of wood. I am very strongly 
against it and, as I say, a lot of people feel 
that we should export wood, because of the fact that 
about fifteen per cent of our forest of our forest 
areas in the Lakehead, particularly the northwest 
part of the province, is over-cut. There has 
been poor forestry - there has been some loss of 
timber. That timber should be replaced. 

In the last two years that I have 
been Minister of Lands and Forests, I have seen 
a hundred and fifty million dollars worth of expan- 


sion go into that part of the province, in that 
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period. 

I don't feel it will be too long 
before we will need every stick of that wood for 
our domestic mills - I predict that we will see 
further expansion. Actually, in the last two 
years - or the last year - we announced expansion 
in newsprint --these will be the first newsprint 
machines built in the Province of Ontario since 
'Twenty Nine; that is something that most people 
don't realize. We have seen an expansion of crafts 
- and we will see other expansions in crafts; one 
can make big predictions as you will see from some 
of the speeches I have made. 

Then there is the conifer situation 
in the Lakehead - or all parts of the province -- 
there are some areas where probably the allowable cut 
has been used as it should be, but we have one situa- 
tion where we are only using about five per cent of 
the allowable cut, in one specie. Se this is my 
thinking -- I can assure you gentlemen that rare 
I can do to help the situation will be done, and this 
year we are going to see that these companies utilize 
all species, and certainly, somebody will have to 
go in and develop the hard woods in there - I know 
it is coming; it is just a matter of time in getting 


it going. When we do that we will have our 
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forestry in Ontario in far better shape but we 
have a tremendous job to do, in Ontario, with the 
hard-woods. 

MR. GUSHUE : Mr. Lussier could ask 
much more intelligent questions than I can, on this 
subject, but does this mean that a cord of spruce 
or balsam or whatever you like, would actually cost 
more to cut and produce in that area than in any 
other parts of Ontario - or other parts of the east, 
as it says here ? 

MR. MAPLEDORAM : No - I don't think 
so - there are the same companies, and the same 
labour problems apply and the same costs apply across 
the province as far as cutting wood is concerned, 
the same Crown fees are in effect across the province 
so it is only the matter of a difference, maybe, in 
freight rates. 

MR. GUSHUE =: Would you get a lesser 
cut per person ? It says the ¢ost per unit is higher-- 

MR. MAPLEDORAM ; I think they are 
primarily freight costs. 

MR. GUSHUE : Not in making the cuts 
but in getting it out. 

MR. MAPLEDORAM : Getting it delivered 
tothe mills, yes. 


MR, LUSSIER : What cutting do you 
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use for the exploitation of the forests - relating, 
for instance, to some specific woods, are you 
cutting clear, or cutting by selection and so on? 

MR. MAPLEDORAM : We are cutting by 
this system - that you have a management plan in 
your area and they lay out the areas for cutting of 
the species they are going to cut, but I have powers 
as Minister of Lands and Forests now, under the Crown 
Timber Act, to insist that they cut certain species. 
We have found great resistance in parts of the 
province, on the part of the newsprint mills, particu- 
larly, against that practice, and it would be a 
terrific job to police these areas -- you understand 
what I mean ? 

MR. LUSSIER ; Yes. 

MR. MAPLEDORAM : It would be a terrific 
job to try and make them conform unless they want to 
go along with us - so we have to find some other 
method of doing it - and I am sure that we are 
going te.find,it. 

MR. LUSSIER ;: But I am wondering 
this, Mr. Minister, in some places in Quebec - I 
should say in many places - companies insist on cutting 
everything in a certain type -- is it the same pro- 
cedure that you are following there ? 


MR, MAPLEDORAM ; It is just the same. 
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MR. LUSSIER : No selective cutting? 
MR. MAPLEDORAM : No -- the American 
paper mills are doing a tremendous job - they are 
more highly mechanized and are doing a tremendous 
job. 
MR. LUSSIER ; Do you think it is 
the best way to cut your forests ? 
MR. MAPLEDORAM : Well I think there 
have to be some trees left for seéding purposes 
and that sort of thing -- but I think that our foresters 
generally have it pretty well under control. 
MR. LUSSIER : I just notice that 
there is about eighty per cent in which re-forestation 
seems satisfactory - in the northern parts - and 


at least twenty per cent there, artificial ? 


MR. MAPLEDORAM :; I think it would 
be higher than that, sir --- I think it would be 
way higher --- you would have to provide for thirty 
five per cent artificial, at least. You would 


agree with that amount, would you ? 

MR. LUSSIER : Yes. 

MR. MAPLEDORAM : I think so - and 
we are going into that phase today - very thorough- 
Ly i. We are going to set up for the first time 
in Ontario, a system of regenerating the black 


spruce and white spruce, for re-forestation and 
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also for re-forestation of the red and white pine. 
Under certain Acts or Bills, I have certain powers 
as Minister, but I believe we shouldte able to get 
co-operation. We did get a tremendous amount 
of co-operation from the companies generally, on our 
inventory which we took over the last five years, 
and I believe that we can get the same sort of co- 
operation on this matter. I do believe that 
the province - and the Department of Lands and Forests 
particularly - have some responsibility in getting 
these things going. For instance, let me 
explain my point this way; Forestry is a very 
difficult matter as far as re-generation is concerned; 
I don't think you would get two foresters to agree 
on a policy as to what way it should be done, this 
way or that way. I believe that we have to 
take the initiative and set up a policy, we have 
to call the industry together and sit down and dis- 
cuss what the cost would be. “r pelieve 
we should expect, and I think the industry would 
expect, and I believe the province would expect to 
spend some money in setting-up a policy and putting 
it into effect, and then asking the industry to go 
along. 

MR. LUSSIER : So you mean that you 


would ask industry to take the expense of re-generation 
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- even if it was planted ? 

MR. MAPLEDORAM : That's right. 
Don't you feel that way sir ? 

MR. LUSSIER : I do - to be frank. 

MR. STEWART : What is the total 
population of the area, now ? 

MR. MAPLEDORAM : Well I suppose 
Port Arthur would be about eighty thousand - Fort 
William and Port Arthur combined, I weuld say a 
hundred and fifty thousand, in the whole district 
- that is taking in the people from the White River 
camp through to the Manitoba boundary. 

MR. STEWART ; I was just wondering 
how conservative your estimate of population of 
half a million might be ? 

THE CHAIRMAN : Very conservative. 

MR. MAPLEDORAM ; Well you have seen 
the completely new-towrs developing, and with the 
great emphasis there is on mining, you see, anything 
might happen, 

MR. STEWART : I was trying to relate 
that to the statement that in gross production, 
in employment, and in the development of resources, 
Northwestern Ontario has topped the overall gains 
of the province ? 


MR. MAPLEDORAM : Well let me say this -- 
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I am not one of those people who believe that we 
are going to have a tremendous Chicago up there, 
or will be moving people in that way --- 

MR. STEWART : No, no -- 

MR. MAPLEDORAM : Because of the 
fact that we are primarily now, at least, mining 
and lumbering and pulp and paper country, but we 
have seen them coming into the woods to start these 
tremendous big developments that have been going on 
up there - and the tremendous mining developments and 
so on -- but we will always be bush land. However, 
I think it will be better bush land - I think my 
friend here, Mr. Wardrope,will agree that if the 
forests develop it will be better bush land - 
more accessible; we will be doing much better in 


the forests twenty five years from now than we are 


today. 

MR. STEWART ; You will get more 
product ? 

MR. MAPLEDORAM ; More product - more 
everything. 


MR. WARDROPE : As a little side- 
light on that question, just now there has been an 
annoucement of this brand new development to go in 
forty three miles north of Nakina, sir, - which is 


the north line of the C. N. R. from Lake Superior, 
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I don't know the name of the company - it is a 
subsidiary of the Anaconda Copper - they have 

been in there two years and they have been proving 
a ore body of two hundred and fifty million tons 

of coarse iron, which meant that they have to ship 
a lot of rock with it, and they are trying to prove 
eight billion tons - it looks as if they will. 

They are laying out three towns up there - one of 
five thousand and two others of two thousand each, 
and are going to be asking the C. N. R. to put in 

a forty mile track into these properties. When 
these things go up every once in a while, it is very 
difficult to know just what might happen! 

We have Manitouwadge and several 
places that have come along in the last two years 
- you know about Atikokan with its tremendous growth, 
and so on. 

MR. STEWART ; May I assure you that 
I wasn't questioning your estimate! 

MR. WARDROPE : Oh no--but it is hard 
to give a proper estimate. 

MR, MAPLEDORAM : Well, as a resident, 
and George is a resident - we have lived there all 
our lives, I can say that we have had a period of being 
Static -- in other words, we stayed still for so many 


years, and then in the post-war period the growth has 
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been tremendous. It has outstripped any other 
part of Ontario - there is no question about that, 
even Toronto - not actually industrially, but in 

the tremendous developments like Steep Rock for 
instance, when Steep Rock was announced, it was just 
another announcement -~ then we have had Caland 
Iron Company - mining ore right alongside Steep Rock 
- bringing just as big a development as Steep Rock 

- and we thought that Steep Rock was tremendous! 

Now Caland is just as big. There is an old 
saying that every road that has ever been built in 
the north has always paid for itself twice over. 
Well we develeped a road from Marathon - in Nine- 
teen fifty two - that has paid for itself - and now 
the Atikokan Highway into Fort Frances, it will 
prebably open up the greatest tourist paradise there 
is, anywhere in Ontario - absolutely virgin country: 
I think it is true that it has one of the greatest 
potentialities of anywhere ~ lots of hunting - lots 
of fishing and so on,that highway will go right 
through to Atikokan and then to Fort Frances and it 
will take it over to the States- right through the 
loop - then there is the part that will go on 
Highway sixty two from the Lakehead - keeping west 
down to Winnipeg -- or you can go down the Trans 


Canada, down to the eastern part of the province 
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- we have several roads that are opened up in that 
part of the revince - forest-wise ~- industry wise 
- it is just fantastic, the development! That is 
going to keep on happening, and I believe that it 
will - we have, I would say, the greatest job to be 
done in Ontario today - which is the selling of the 
people of Southern Ontario to the people of Northern 
Ontario - and the people of Northern Ontario to the 
people of Southern Ontario. When we bridge that 
gap we will get an assimilation of these two great 
parts of Ontario - and we will have a great vcevince. 

MR. GUSHUE ; -~ You have I think, 
another resource which has not been mentioned and 
I think that two members of this commission are perhaps 
more interest in this point than in the others - 
being University Presidents -- but we are all very 
glad to see the reference to the College at the Lake- 
head, which I assume will also expand as a full 
University ? 

MR. MAPLEDORAM ; Yes, as you know 
- we have been an isolated district for many years 
and the cost of sending your child to University is 
two thousand dollars or more than a person living in 
the southern part of the prevince - that will include 
a Junior University and in the next two or three 


years, let us say, the accomplishments will be very 
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impressive. 
MR. GUSHUE ; That is talking now, of 
a very important resource - a human resource. 
| MR. MAPLEDORAM: That is right - we 
have watched our sons and daughters go to the 
eastern parts of the province for their final educa- 
tion - and in most cases they don't come back. 
MR. WARDROPE ; You see a family, 
sir, can afford probably to send one child, but 
it i8 most difficult and it means that only one 
child out of that family gets education in a uni- 
versity - unless you happen to be in very affluent 
circumstances. Whereas, we see boys and girls 
in Toronto walking across the street to the finest 
umiversity in the world. 
MR. GUSHUE =: Oh no -= please! 
MR. WARDROPE ; But may I say this, 


Mr.Chairman, to the people in Northwestern Ontario, 


this commission is one of the most important happenings 


in this Dominion, in its history -- 

MR, MAPLEDORAM : That's right. 

MR. WARDROPE ; Your findings are 
going to be so far-reaching and you are getting 
wonderful publicity -- I don't know who is respon- 
sible for that - but I do want to compliment you 


on that sir. 


ri pit +! ee a 

Oy bp ne eee 4 'aob ~ 2 aa on sey | “ 

hata nic ane meet wy a oe % 
sud “hit eso base ot la edorg 

et Uae a ras ‘ 


7 a ig Po adage 42 pooh Dirt 


; tau & at beet mare : | 


eftty bas eyed 988 a 
“geontt eat of ae: 3 
4 peso end at) rr to 
: = nl sees aS oi aaa 
; 1 ore i 
hal Leraatg on a0 : ~'p oma mM Teg oN. iA Lica 


ates yes I vent a SORCRAW FIM | 
ene raed enycs10K a a teed od «fuss £89 5 oes 


iii) oft ees 
sgninesqged ‘Sree cs from sit? to eno ax rotesinan 8 i> “s 
-- yrotetd aff ak. ,notntand etd? ph 3 
tight a’ gach + MAROGHLITAN ‘os co a 
ois agathakt oY . a20nnAK ae an : 
qaicien se woy brs guidener-a6t on es 09 gatog P 
-noasst at onw worn Fs arg ton i a citottadug Lance 
voy tremiigqmos ot oc a t sud '- ae 10% otdte . 


7 


te tadd 20 


-6317- Mr .Mapledoram 


MR. GUSHUE : Look down to my right, 
Mr. Wardrope--- 

MR. WARDROPE; - But our people are 
really agog about what is going to happen as a 
result of this Royal Commission and, therefore, 
I may say that we went to no end of trouble to see 
that you got every bit ofinformation that we could 
give you -- we feel like Jack Miner said "if it 
were not for the builders of Canada, the pull downs 
would soon be out of employment" and we consider 
that that part of the country needs builders. We 
try to be builders - and I would state this to the 
commission - that we believe that that building is 
the building of Canada. It is most important, 
and we certainly do appreciate the opportunity of 
comming before you - you have been very kind indeed 
because, when I first spoke to you I quite realized 
your difficulties - and what you were up against - 
and I know that Mr. Mapledoram and myself and the 
people of Northwestern Ontario feel very grateful 
to you for giving us the consideration that you have. 

MR. GUSHUE: All right - you won't 
object to changing the record to "one of the finest 
universities" ? 

MR. WARDROPE : All right sir. 


THE CHAIRMAN : We are very grateful 
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to you - and I would like to express our appreciation 
to everybody who helped in the preparation of this 
brief. Before we adjourn, I would just like 

to say to the press that all the members of this 
commission have appreciated their patience and 

as, Mr. Wardrope says, one of the important things 
for a commission of this kind, is that what it is 
doing should be conveyed to the public. I believe 
all of us feel that the reporting bee bis accurate 
and fair - Mr. Harold Morrison has been travelling 
with us so long that he is a sort of unofficial 
member of this commission, but he is ably supported 


in Toronto and we are very grateful. 


Hedring adjourned to the 
20th February 1956, in 
Montreal. 
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